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REPAIR 
SLEEVES 


...and that's 

a mighty impor- 
tant advantage when 

the job is cutting out 
and replacing old defective 
joints in the line. This means 
a real saving of time and material. 
And the splices made with Nicopress 
Repair Sleeves are strong, tight, neat and 
trouble-free. Surely for this type of work you 
can't beat Nicopress. 
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ELIMINATE NOISE 


with the 
Improved RTC-2 VINCENT 


RARE GAS RELAY 
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Dual purpose 
device which 
economically 
improves both 
ringing and 
transmission 
on party lines. 


NO MOVING PARTS. 
Fully Guaranteed. 


Can be installed 
in a minute 
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... ASSAULT TROOPS USE LAYTEX’ 


You know how it is. You slog along all day under full equip- 
ment. At first you don’t mind the weight very much. But as 
i the hours crawl along, everything you’re toting gets heavier 
and heavier. The canteen you didn’t notice in the early 
stages now weighs as much as your rifle did then. And your 


rifle feels like a howitzer. Every ounce turns into a pound. 


That’s why ... when you’re moving fast and the going is 


tough ... it’s smart to use Laytex Assault Wire. 
A full mile of Laytex Assault Wire weighs less than 30 pounds. 


Laytex Assault Wire has a breaking strength of 50 pounds 


per conductor and a talking distance of more than 5 miles. 


Laytex resists concussion and a wide range of tempera- 


ture changes. 
It is flexible and waterproof, strong and tough. 


Conductors are accurately centered and the weight of in- 
sulation and the diameter of the insulated conductor are 


kept at the minimum. 


All this adds up to the fact that one man, wearing a breast 
reel of Laytex Assault Wire can move swiftly and easily. 


One man can maintain sure communication with opera- 


tional headquarters. 


Listen to the Philharmonic Symphony program over the CBS network 
Sunday afternoon, 3:00 to 4:30 E.W.T. Carl Van Doren and a guest star 
present an interlude of historical significance. 


STATES RUBBER COMPANY 
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CONVENTION PROGRAM PACKED 
with Vital Information 


NY POSS:BLE doubt of the 
A value of wartime conventions 

in the Independent telephone 
industry was certainly dispelled at this 
year’s annual meeting of the United 
States Independent Telephone Asso- 
ciation, held October 14 and 15 at 
Hotel Sherman, Chicago. There was 
so much essential and valuable infor- 
mation scheduled to be given to those 
attending the convention that every 
session ran well over the time allotted 
to any ordinary convention session, but 
despite this extension of time there 
was not sufficient opportunity to pre- 
sent all addresses scheduled and sev- 
had te be omitted and the an- 
nouncement made that they would be 
published in TELEPHONY. 


eral 


Attendance at the convention was 
greater than at last year’s two-day 
meeting and a check with the registra- 
tion records showed that more com- 
panies, including medium-sized 
small companies, were represented. 
While much of the data presented 
in the addresses and reports interested 
only the larger companies, small com- 
pany representatives carried home with 
them a certain amount of information 
which will help them in performing 
their essential part in providing the 
nation with an efficient wartime com- 
munication system. 


and 


Comments were heard from many 
of the smaller-company men that they 
hoped it will be possible at future con- 
ventions to give time for discussion of 
subjects which more directly affect 
their operations. However, the opera- 
tors of small companies realize it is 
difficult to cover both wartime matters 
and peacetime subjects in a stream- 
lined two-day convention. 

Every convention seems to have an 
unfortunate circumstance and _ this 
year’s meeting was no exception. The 
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by R. C. RENO 
Editor of TELEPHONY 


hundreds of delegates were disappoint- 
ed and sorry to learn that the associa- 
tion’s president, John R. Porter, had 
taken ill with an attack of flu several 
days before the convention and was 
unable to make the trip to preside over 
the meeting. However, the loss to the 
convention by his absence was tem- 
pered by the splendid job done by Col. 
Wm. C. Henry, vice president of the 
association, as presiding officer. Only 
the capable and business-like manner 
in which he handled the meetings pre- 
vented the sessions from 
unnecessary time that might have 
squeezed out even more convention 
addresses than those omitted the last 
day. 


consuming 


High praise was accorded President 
Porter by every Independent leader 
appearing on the program and appre- 


ciation was expressed for the unselfish 
service and vast amount of time he 
has given on behalf of the Independent 
industry. President Porter helped for- 
mulate many of the plans for the con- 
vention from his sick-bed and the con- 
vention paid its respects to Mr. Porter 
in a telegram, expressing regret that 
he could not be present and paying 
high tribute to him personally and for 
the excellent leadership he has ren- 
dered the industry during the past 
year as president of the association. 
Public tribute was paid during the 
convention to the national association 


as presently constituted—its officers 
and committees—by John S. Allen, 
Milton Junction, Wis. Unanimous 


agreement was accorded this laudatory 
statement and it was suggested it be 
put into the form of a resolution, which 





form. 


tion contained in them. 


its post-war program. 





CONVENTION ADDRESSES PUBLISHED IN THIS ISSUE 

In response to many requests made on and off the floor at last week’s 
USITA convention that TELEPHONY publish the address and committee 
reports given at the meeting, we are following last year’s policy of pre- 
senting, immediately following the running report of the convention, all 
papers given at the sessions with the exception of the address of Maj. 
Albert J. Stowe, entitled “The Meaning of Secrecy In Communications,” 
which will be published in an early issue of TELEPHONY, and the address 
by H. V. BOZELL on “What Is Ahead in Taxes” which was not in written 


Because of lack of time two or three addresses scheduled on the pro- 
gram were not presented but the announcement was made that they 
would be published in TELEPHONY together with all other addresses 
so that those attending the convention as well as those not present would 
have an opportunity to benefit from the helpful and valuable informa- 


While it is necessary to devote more space in this issue to publish 
these papers than otherwise would be the case, TELEPHONY considers 
it a duty and responsibility to give this service to the industry so that it 
can better fulfill its many obligations in the war program and also plan 
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was done and formally adopted by the 
convention. 

Adding to the wartime complexion 
of the convention was the presence of 
three officials of the Communications 
Division of the War Production Board, 
namely; Leighton H. Peebles, director; 
D. Z. McNamee, chief counsel, and 
Eugene H. Merrill, chief of the tele- 
phone section. In addition, R. A. 
Lumpkin of Mattoon, Ill., and Carl D. 
Brorein of Tampa, Fla., telephone ad- 
visers of WPE, were present at the 
convention. 

The report of Secretary-Treasurer 
Chas. C. Deering, presented at the 
opening session, revealed that operat- 
ing expenses of the association are 
greater due to present conditions and 
expanded activities of the Washington 
office. Mr. Deering said that while the 
figures do not accurately reflect the 
conditions that will exist at the end of 
the year, it is estimated that income 


CLYDE S. BAILEY 
Executive Vice President 


will slightly exceed the operating ex- 
penses leaving the association in a 
healthy financial condition. 

Secretary Deering then presented a 
suggested amendment to the by-laws 
of the constitution, rec- 
ommended by the board of directors, 
which proposed that Class C com- 
panies now listed as accredited mem- 
bers be permitted to become direct 
members of the association. At pres- 
ent the by-laws provide that compa- 
nies with than $50,000 annual 
revenues are members in 


association’s 


less 

and good 
standing of state associations automat- 
ically become accredited members of 
the national association. The amend- 
ment proposed that this figure be 
changed to $25,000, thereby allowing 
Class C companies to join the associa- 
tion as direct The amend- 
ment was passed unanimously by the 
convention. 


members. 


One of the 
dresses 


most interesting ad- 
presented at the convention, 
but which was not prepared for publi- 
cation in this issue, was that given by 


H. V. Bozell, New York City, chairman 
of the USITA Tax Committee, on 
‘“‘What Is Ahead in Taxes?” 


Mr. Bozell stated that he wished the 





NEW USITA OFFICERS 


President—C. F. MASON, 
Monica, Calif. 
Executive Vice President—CLYDE 
S. BAILEY, Washington, D. C. 
First Vice President—COL. W. C. 
HENRY, Bellevue, Ohio. 
Second Vice President — J. P. 
BOYLAN, Rochester, N. Y. 
Secretary-Treasurer—C, C. DEER- 


Santa 


ING, Des Moines, Iowa. 
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First Vice President 





Cc. C. DEERING 
Secretary-Treasurer 


committee had the answer to this ques- 
tion because it is difficult to predict 
what trend federal taxation would take 
except that it probably would bring 
increased levies on both corporations 
and individuals. 

The speaker explained tle 
sions in the proposed tax bi!l sul mit- 
ted by the Treasury and said that the 
USITA Tax Committee would make an 
appearance House Ways 
and Means Committee this week to 
make objections to various proposed 
He stated the 
committee would present two suggest- 
ed amendments to the Internal Rev- 
enue Code providing a_ third 
alternative method of computing the 
excess profits tax credit and the other 
relating to the credit for dividends 
paid on certain preferred stocks. 


provi- 


before the 


taxes on corporations. 


one 


In connection with excise taxes on 
telephone service, Mr. Bozell said the 
committee would try to persuade the 
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A. J. STULTS (left) of "TELEPHONY" and 
| FRANK GOKEY of Highway Trailer Co. 








t E. F. SCHULZ (left) of National Carbon and 
JOHN F. JAAP of Cook Electric Co. 


<—(L to R): EM- C. i. KUPPINGER —>» 
METT SWANSON, (back to camera); W. 
Fort Wayne, Ind.; C. ©. MEYERS and MRS. 
S. CADWELL and T. D. F. NEALE of Cable 
S. GARY of Auto- Spinning Equipment 
matic Electric Sales Co. 

Corp. 
































Officers and directors gathered for this photograph by Cameraman Ray Blain before going to a lunc 


government to allow as long a time as 
possible before making enacted taxes 
effective because of difficulties tele- 
phone companies face in_ effecting 
changes in their revenue accounting 
procedures. 


Relative to corporation taxes, Mr. 
Bozell stated the telephone compa- 
nies must have adequate capital for 
rehabilitation of their plants after the 
war and that the industry should be 
opposed to a level of corporation 
taxes that will jeopardize the financial 
structure of the companies. 


Amendments to the Revenue Code 
are being presented with the view of 
protecting the industry against unnec- 
essarily heavy and double taxation on 
corporations, Mr. Bozell said. 

For the first time in several years, 
the Independent manufacturers were 
given a place on the convention pro- 
gram. W. M. Angle, president of 
Stromberg-Carlson Co., addressed the 
convention giving a resume of the 
present activities and future plans of 
the manufacturers. His address ap- 
pears on page 31 of this issue. 


This recognition of the Independent 
manufacturers was fitting and proper 
as over the past history of the Inde- 


pendent industry they have played a 
vital part in developing and maintain- 
ing the status of the business, particu- 
larly during its earliest years. 

It is believed by operating 
men, and it is the opinion of this 
journal, that the Independent manu- 
facturers should have a voice in the 
national association and in its conven- 
tions and activities every year as they 


many 





TRAFFIC REPORT 
NEXT WEEK 


In order to present more ade- 
quately a report of the USITA 
Traffic Committee and its part on 
the program at last week’s na- 
tional convention, publication 
covering that phase will be de- 
layed until next week’s issue of 
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NEW DIRECTORS ELECTED 


W. M. ANGLE, Rochester, N. Y. 
E. C. BLOMEYER, Chicago, III. 
F. E. BOHN, Fort Wayne, Ind. 
H. V. BOZELL, New York, N. Y. 
CARL D. BROREIN, Tampa, Fla. 
F. O. CUPPY, Lafayette, Ind. 
RAY DALTON, Everett, Wash. 

C. C. DEERING, Des Moines, Iowa. 
ALDEN L. HART, Abilene, Kans. 
Cc. D. MANNING, Chicago, Il. 

B. C. SCHWEITZER, 

Mich. 

R. E. SHOTTS, Columbus, Ohio. 
SAMUEL TUCKER, 


Kans. 


Owosso, 


Pleasanton, 











probably played just as important a 
part in the development of Independent 
telephony as any Independent oper- 
ating company, and they have a great 
bearing upon the welfare of the in- 
dustry today. 

Representatives of the manufac- 
turers hand at this year’s 
convention and were kept busy advis- 
ing operating companies as to priorities 
on equipment and supplies and dis- 
cussing with them future post-war 
equipment requirements. 


were on 


In letters to the convention, Presi- 
dent Porter appointed the nominating 
and resolutions committees as follows: 


Nominating: Chairman, B. L. Fisher, 
Martinsville, Va.; P. M. Ferguson, 
Mankato, Minn.; R. A. Lumpkin, Mat- 
toon, Ill.; Roy W. Siemund, Chicago, 
Ill., and Kelley McNish, Bristol, Tenn. 


Resolutions: Chairman, R. E. Shotts, 
Columbus, Ohio; Lloyd C. Wright, 
Jamestown, N. Y., and Fred C. Switzer, 
Harrisonburg, Va. 


heon and business session the last day of convention. 


The following were elected direc- 
tors of the association: W. M. Angle, 
Rochester, N. Y.; E. C. Blomeyer, Chi- 
cago; F. E. Bohn, Fort Wayne, Ind.; 
H. V. Bozell, New York, N. Y.; Carl 
D. Brorein, Tampa, Fla.; F. O. Cuppy, 
Lafayette, Ind.; Ray Dalton, Everett, 
Wash.; C. C. Deering, Des Moines, 
Iowa; Alden L. Hart, Abilene, Kan.; 
C. D. Manning, Chicago; B. C. Schweit- 
zer, Owosso, Mich.; R. E. Shotts, Co- 
lumbus, Ohio; and Tucker, 
Pleasanton, Kan. 


Samuel 


Officers elected are as follows: Pres- 
ident, Chas. F. Mason, Santa Monica, 
Calif.; executive vice president, Clyde 
S. Bailey, Washington, D. C.; first vice 
president, Col. W. C. Henry, Bellevue, 
Ohio; second vice president, J. P. Boy- 
lan, Rochester, N. Y., and secretary- 
treasurer, Mr. Deering. 


Members of the new executive are 
as follows: President Mason, chairman; 
J. H. Agee, Lincoln, Neb.; Mr. Angle; 
Mr. Boylan; Mr. Bozell; Mr. Brorein; 
V. E. Chaney, Fort Wayne, Ind.; P. W. 
Conrad, Chicago; Mr. Lumpkin; Mr. 
Manning, Chicago, and Past President 
Porter. 

When the last session convened Fri- 
day afternoon, President-Elect Mason 
was called to the speaker’s platform 
and introduced to the convention. 


Mr. Mason addressed the convention 





EXECUTIVE COMMITTEE 


C. F. MASON, Santa Monica, Calif., 
chairman. 

J. H. AGEE, Lincoln, Neb. 

W. M. ANGLE, Rochester, N. Y. 
jJ. P. BOYLAN, Rochester, N. Y. 
H. V. BOZELL, New York, N. Y. 
CARL D. BROREIN, Tampa, Fla. 
V. E. CHANEY, Fort Wayne, Ind. 
P. W. CONRAD, Chicago, Il. 

R. A. LUMPKIN, Mattoon, II. 

Cc. D. MANNING, Chicago, TI. 

J. R. PORTER, Tarboro, N. C. 
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left) of Rockford, 

ll., and H. G. KO- 

BICK, Webster Elec- 
tric Co. 


Lone J. JESTER 


1 T. G. SNYDER (left)) of 

Buckeye Telephone & Supply Co. 

and WM. C. STREHL of Zuttle 
Equipment Co. 


e gentiemen were 





? (Left to right): HAL McNAUGHTON of Indiana 
Steel & Wire Co.; G. W. CRAMOND of Graybar 
Electric; R. A. MILLER of Whitney Blake Co., and 
S. E. WRIGHT of National Telephone Supply Co. 


‘F. MM. 











MS 





TM PP. MIMS 

(left) and R. B. RIT- 

TER of oe Mfg. 
°. 


1 A. C. REID (loft) and R. G. 
FAULHABER of Leich Electric. 


exchanging greetings when 
aman Ray Blain came along (left to right): R. 

. D. MANNING of Kellogg Switchboard 
-: ©. W. MARASKA and J. HA 
BUMBY of MacGillis & Gibbs Co.; 
GEORGE KLO:DY and H. 





R. S. BREWS 


F. McCULLA of Lincoln, 


? (Left to right): J. K. WILSON and A. J. 

KOHN of Schauer Machine Co.; W. SCOTT FISH- 

ER, Evanston, 1 MRS. E. M. = Chicago, 
and MRS. A. J. KOH 


PARSONS (left) of 


Kellogg Switchboard & Supply 
Co. and CHESTER RUTH of Cook 


tT (Lef# to Bn wy * H. B. MacNeal, W. L. RUNZEL, JR. and 
. RUNZEL of Runzel Gord & Wire Co. 


a); 
ckgrou™ 
-— ales — 





? JOHN MORAN (left), Ports- 

mouth, Ohio, c 

DER of me mg Telephone & 
Supp 


COL. GUSTAV HIRSCH (left) of (L 
Lojcmbus. Ohic, ond L. M. BERRY of 4 
Dayton, Ohio, strike a comradely pose 

for Photographer Ray Blain. 


Electric Co. 


a 
* 3. L ay (left), C. R. McCULLOUGH (center) and 
and W. C. SNY- . R. STALIONS of Perfect Paint Sales. 


y Co. 


ety to 
c. right) w. 
DEE, 
HOLAN oy nING, Bel EDLEY og 
erica, m eaites, islighway r, 
Sach ‘2 Bog,’ ang "Giler 
¥Co, YR, 


The more sericus business of the convention was 
lightened by personal chats outside the regula: 
sessions, and shown in the group are (left to 
right): A. T. RENN, Chicago; MAYME WORK 
MAN, Springfield, Ill.; H. D. FARGO, JR., 








of 


Telephone men are always glad tc welcome LEIGHTON H. PEEBLES (left), WPB Communications ““TELEPHONY,"' and ESTHER HUMMEL, Spring- 
Division di-ector, to a convention. Shown with him in this group are (left to right): MR. PEEBLES; field, Il. rio 
Cc. S. CADWELL, Chicago; V. E. CHANEY, Fert Wayne, Ind.; R. A. LUMKPIN, Mattoon, Ill., and 

President-Elect C. F. MASON, Santa Monica, Calif. 





These three WPB Communications Division offi- me 
cials were busy answering questions on preference fe) 
rating and conservation orders. They are (left j 
to right): LT. D. Z. McNAMEE, chief counsel; 
LEIGHTON H. PEEBLES, director, and EUGENE 

H. MERRILL, chief of telephone section. pre 





(Left to right): H. E. PETERSEN of Philco Ccrp.; C/™ HOWARD of Fanctee! Metal urgica) Corp., 
and C. W. HANNA’ U: Phi.co. 





. ‘. ’ - o In this convention group are (left to right): 
The fourscme in the foreground are (left to right): C. B. DEWITT, Lime Sp-ings, lowa; R. V. E. E. PATTERSON, Chicago; A. E. HENRY, 


ACHATZ, Aurora, Ind.; JOHN CAMPBELL, Des Moines, lowa, and C. C. PEARCE, Riceville, lowa. Princeton, Ill.: R. H. BURFEIND of Automatic 


Electric Sales Corp., and J. W. PATTERSON, 
Chicago. 











Individua] company experiences often were dis- 
cussed when telephone men gathered in groups 
outside convention sessicns. Shown here are 
(left to right): A. B. CLARK, Columbus, Neb.; 
E. L. MALONE, Lexington, Ky.; S. B. GREEN, 
Group snapped on hotel mezzanine prior to opening session of convention. Sumter, S. C., and L. O. EVENSON, Madison, Wis. 
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efly, expressing appreciation for the 
fidence manifested by the delegates 
electing him president and stated 
it not only was a personal honor 
but a tribute to all telephone people on 
the West Coast. He accepted the re- 
sponsibilities attached to the office, with 
the assurance that he would exert 
every effort to further the interests of 
the Independent industry and stating 
the present competent set-up of 
Washington office would permit a 
continued efficient execution of all ac- 
ties of the association and its va- 
rious committees. 
In concluding his remarks, Mr. Ma- 
» complimented Colonel Henry, Vice 
President Bailey and Secretary Deer- 
for the work they are doing on 
vehalf of the national association and 
Independent telephone industry as a 
ole. A round of applause was im- 
ediately accorded these men by the 
convention delegates present. 
With the publication of practically 
all the reports and addresses presented 


at last week’s convention, starting on 
page 25 of this issue, TELEPHONY is not 
publishing a long running story of the 
meeting, but suggests that readers re- 
fer to the convention program pub- 











CAMERAMAN RAY BLAIN DOES GOOD JOB 


The presentation in this issue of an extensive pictorial record of the 


telephone convention last week was made possible only by the splendid 
photographic skill, persistence and cooperation of RAY BLAIN, technical 
editor for TELEPHONY, who stayed on the job almost constantly in order 
to maneuver groups of telephone men and manufacturers’ representatives 
into suitable poses for pictures. 

In order to carry out his photographic assignment last week he 
had to sacrifice personal visits with friends and acquaintances, and 
TELEPHONY greatly appreciates Mr. Blain’s cooperation in securing the 
photographs published throughout this issue. 

Photography and writing have long been hobbies of Mr. Blain, which 
is fortunate for telephone plant men because it enables him to offer 
valuable contributions to the field from his practical experience. 













































lished on page 20 of the October 9 pre- 
: convention issue in reading the reports 
presented on the following pages. Atteniing 'ast weck's wa-time ccnvention were (left to right): FRANK L. ELDRIDGE, Chicago; 
J. P. BOYLAN, Rocheste>, N. Y. (in backg-ound); H. B. CRANDALL, Princeton, Ill.; OSCAR 
BURTON, Tyler, Tex.; H. M. STEWART, Harrisburg, Pa., and L. V. STINSON, Columbus. 
INDEPENDENT PIONEER 
REPORT NEXT WEEK 
Because of the general demand 
for the publication in TELEPH- 
ONY of addresses and committee 
reports presented at last week’s 
USITA convention, it is impossible 
to publish an account of the an- 
nual meeting of the Independent 
Pioneer Telephone Association in 
this crowded Convention Report 
Issue. Therefore, a complete re- 
port of this meeting will be pub- 
3 ished in ment week's icone. In this group are (left to right) HORACE CAMPBELL, Electric Storage Batte-y; JOE THOMPSON, 
ic Stromberg-Carlson Co., and DAN CORMAN, Kellogg Switchboard & Supply Co. 
i, 
is- 
ps 
re 
bos 
. Throngs milled around the registration desk during the entire first day of the conventicn. 
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When groups of telephone people got together for visiting and chatting at last week's convention, Photographer Ray Blain was sure to appear 
with his camera and some of the views above show unsuspecting persons who may be surprised to see themselves in this week's Special Convention 
Report Issue of TELEPHONY. 





SR ae m6. 





LEFT PHOTO: Adding a wartime note 
to the convention was COL. EDWARD LOVE, 
Army residence representative at the 
Dodge Plant in Chicago, shown with L. M. 
BERRY (right) of Dayton, Ohio. 


(LEFT PHOTO): Enjoying a quiet chat at 
the convention cre (left to right): L. V. 
STINSON, L. M. Berry & Co.; JOHN H. 
WRIGHT, Jamestown, N. Y., and |. J. 
GLASS, also of L. M. Berry & Co. 


In this threesome photographed by Ray Blain 

are (left to right): CARL D. BROREIN, Tampe, 

Fia.: G. L. BEST, New York City, and H. F. 
McCULLA, Lincoln, Neb. 
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A LOOK AHEAD IN THE BUSINESS 


[Eprtor’s Note: Due to the illness 
of l’resident Porter making it impos- 
sible for him to attend the convention, 
his address was read by his associate, 
w. C. Darrow, traffic manager, Caro- 
lina Telephone & Telegraph Co., Tar- 
boro, N. C.] 


HIS MONTH one year ago I was 

elected your president—president of 

United States Independent Tele- 
phone Association. Frankly, I assumed 
this high office with much misgiving be- 
cause of the many problems confront- 
ing my own company at that time. Now 
that the year has passed and I look 
over my work with the association I am 
happy that I accepted this responsi- 
bility. The many fine acquaintances I 
have made and the new experiences en- 
joyed, in addition to the opportunity to 
meet again with many of the my old 
friends while handling the work of the 
association, has many times repaid me 
for my small effort. 

I have discovered anew that the as- 
sociation is composed of sincere, loyal 
and eminently competent men and 
women and I am proud to be associated 
with them. The Independent telephone 
companies may be small but their men 
and women are big. 

Ours is a great industry. Its con- 
stituent parts are providing an indis- 
pensable service to 12,000 cities and 
towns and in rural areas throughout 
these great United States. Telephone 
communication is being furnished to 
myriads of governmental  establish- 
ments, to manufacturing plants turning 
out munitions of war, to Army and 
Navy bases from one end of the coun- 
try to the other, as well as to the 
civilian population. While the Bell Sys- 
tem furnishes the major part of the 
telephone service of the nation in terms 
of stations in use and in terms of aggre- 
gate revenues, our 6,400 Independent 
companies, serving a larger geograph- 
ical area than the Bell companies, are, 
too, on the firing line, and have come 
through with flying colors in this tran- 
sition from peace to total war. This 
great job, accomplished by Independent 
companies, has been done without the 
tremendous back-log of manpower, 
financial resources and manufacturing 
and supply facilities available to the 
Bell System. 


All-Out War Effort 
Since I talked to you here in Chicago 
last spring much history has been made 
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and many records established, both on 
the field of battle and in the field of 
industry. The American people have 
fully attested to the truth of the state- 
ment that “‘The difficult is accomplished 
immediately; the impossible takes a 
little longer.” Although there was no 
question in your mind, or mine, regard- 
ing the ultimate outcome of the titanic 
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struggle being waged by our country 
and our courageous allies—nevertheless 
it was not without some apprehension 
that we faced the future. 

Our axis enemies assumed smiles and 
smirks of derision when we announced 
our building program of planes and 
tanks and guns, and the millions of 
men to be trained in the art of war. 
We, the American people, I believe, have 
made that smirk change into a look of 
serious consternation because we have 
produced the unheard of number of 
planes, tanks, guns and trained the mil- 
lions of men to be the finest soldiers on 
the face of this earth. The recent suc- 
cessfully concluded War Bond Drive of 
15 billions of dollars, handsomely over- 
subscribed, is a true sign of what the 
American people can do when they put 
their shoulders to the wheel. This war 
—this global war—the greatest of all 


wars—has not yet been won and until 
it has been won and the peace secured 
and insured, it is our duty to our gov- 
ernment and to our fellow man to con- 
tinue the fine, strong, cooperation and 
support that you have been giving to 
the war effort. We all yearn for that 
day when human madness and folly 
shall have been succeeded by peace and 
tranquility, when we can again embark 
upon, programs of plant rehabilitation, 
of taking up deferred maintenance, of 
making plant additions and for filling 
long-held applications for telephone 
service. 


Government Controls 

A look ahead in the telephone busi- 
ness makes it necessary to discusSs some 
of the present impediments now lying 
in our path. At the outset let me say 
that we should not delude ourselves into 
the belief that with the end of the war 
all of the limitations now encompassing 
us will wither and die away. That will 
not be the case. We shall have many 
of the restraints for a long time and 
some of them we may have as long as 
there is an institution known as private 
enterprise. The withering breath of 
bureaucracy knows no end. We have 
been told what we can and cannot do; 
or more accurately I should say, we 
have been told what we cannot do. It 
has been left for us to figure out what 
we could do without violating Section 
35-A of the United States Criminal 
Code. 

As you all know we have cooperated 
wholeheartedly and fully with the vari- 
ous war agencies. We have given liber- 
ally of our time and have at our own 
expense helped these government agen- 
cies work out the rules, regulations and 
restrictions which they in turn could 
apply to our industry as a means of 
conserving critical materials and man- 
power. I am sure that I express the 
opinion of all of you when I say that 
we recognize the need for uniform over- 
all rules and regulations during a 
period such as the one we are now 
passing through. 

It is indeed fortunate that the War 
Production Board has seen fit to staff 
its Communications Division with prac- 
tical telephone men who understand our 
basic needs and problems and thereby 
have most effectively conserved mate- 
rials and caused the least unnecessary 
hardships to the operating companies. 
In addition to legislation enacted by 
Congress, we have witnessed in recent 
years not only myriads of regulations 
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issued by governing bureaus, but a 
growing number of orders issued by 
the President of the United States 
called executive orders, which have the 
force of law. 


There has never been and there prob- 
ably never will be in our time—and it 
may be that in the interest of national 
safety there never should be —any 
sharp delineation of the powers which 
the President in his capacity as Com- 
mandeyv-in-Chief can exercise in time of 
war. Someone has said that “ . the 
domain of the Executive power in time 
of war constitutes a sort of a dark con- 
tinent the jurisdiction and boundaries 
of which are undetermined.” 


What is ahead in the telephone busi- 
ness depends to a large extent not only 
upon whether the trend toward the is- 
suance of orders by government agen- 
cies and then more orders and building 
up of administrative processes can be 
arrested, but also upon whether many 
of the existing burdensome restraints 
can be lifted. 


Relaxation of Controls 

In the histories of wars, this war is 
the greatest devourer of material ever 
known. Our resources and ingenuity 
have been taxed to the limit to provide 
the materials to build the plants, to 
build the implements of war and then to 
feed the yawning mouths of these 
plants. Now, though the war is not 
yet won, we do have the plant capacity 
required and the drains on our natural 
resources have been appreciably re- 
duced and every step nearer the suc- 
cessful conclusion of hostilities should 
bring further relief in this direction. 

I am sure that each of you can 
readily visualize this ever-increasing in- 
ventory of raw copper, iron, steel and 
like materials, machines, machine tools, 
and the men that operate these ma- 
chines, standing idle. That is the picture 
we shall most surely see unless the same 
governing bodies that placed the rules 
and restrictions to convert us from a 
civilian economy to our all-out war 
effort takes cognizance of this condi- 
tion and takes active and energetic 
steps to relax these controls and make 
immediate peacetime use of these ma- 
chines, this material and manpower. 

These governing bodies should also 
keep in mind that we have been on 
short rations now for some time. With 
military demands for communication 
equipment, and material lessening as 
time goes on, consideration should be 
given to loosening the restrictions that 
govern plant replacements and addi- 
tions. Although we have done a good 
job in extending the normal life of 
plant there are many companies with 
plant elements that are in dire need of 
replacement if poor service and ex- 
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cessively high maintenance costs are to 
be avoided. 

Many of the plants manufacturing 
implements of war at present are also 
devoting a part of their facilities 
towards building equipment for civilian 
needs. This means that the governing 
bodies have partially lifted or removed 
certain restrictions previously in effect. 
This is definitely a step in the right 
direction. The same_ consideration 
should be given those companies manu- 
facturing telephone supplies to the end 
that preparations can be made to pro- 
vide the necessary plant facilities to 
take care of the unprecedented de- 
mand for telephone service which is 
certain to follow. 


Manpower Problems 

The majority of our Independent 
companies have felt the pinch of the de- 
pleted manpower situation and in some 
instances this condition is serious. Cer- 
tain governmental regulations covering 
the movement of labor from plant to 
plant seeking higher wages, or move- 
ment for movement’s sake, have had a 
beneficial effect. However, this 
manpower problem may readily become 
critical if the present tendency of 
Selective Service, as administered 
through the various isolated local 
boards, is not modified. The very nature 
of the Independent companies compris- 
ing our association makes them exceed- 
ingly vulnerable to manpower losses. 
This is doubly true with those com- 
panies operating in areas in which 
large defense plants have been con- 
structed and many Army and Navy 
camps and bases located. In many 
cases these camps have turned over 
their telephone systems to the operat- 
ing telephone companies to maintain 
and expand. Much serious thought and 
study has been given to this manpower 
problem without marked success. 


very 


As all of you know, so many of our 
plant employes are required to have 
both the ability to repair and main- 
tain intricate central office equipment, 
as well as the strength and dexterity 
to manipulate heavy pieces of equip- 
ment at relatively high altitudes. The 
women of our industry are doing a 
splendid, heroic job at the front of 
our overloaded and _ overcrowded 
switchboards and many of them are 
now working behind the boards doing 
the jobs that were formerly considered 
man’s work. However, handling cross- 
arms at the top of telephone poles 
under the vagaries of wind and weather 
is not a job that can readily be handled 
by a woman, or for that matter by the 
average 4-F. 


This is a problem that must be 
solved, and solved now, and it seems to 


me appropriate that while we are 


wrestling with this condition we s! 
include in our studies and deliberating 
the ever-nearing problem of reem))|oy- 
ment. 

When Johnny comes marching home 
he will be a new Johnny —a w i- 
traveled Johnny, more seasoned, more 
experienced and more critical. \Ve 
should not, we must not let Johnny 
come home to conditions as they existed 
after World War I. We must have ow 
house in order and have plans formu- 
lated for the rehabilitation of ow 
existing facilities as well as plant ex- 
pansion and improvement. If our plans 
are rightly made we will be able to use 
the materials and manpower as they 
become available and the transition 
from war to peace can be effected with- 
out the 
experienced after World War I. 


depression-promoting delays 

Our armed forces, in all probability, 
maintain one of the greatest univer- 
sities on the face of the earth training 
our young men in subjects as widely 
diversant as Radar—the miracle ultra 
shortwave machine—to military finance, 
from the maintenance and operation of 
the powerful bulldozer to the mainte- 
nance and operation of our much 
famed bombsight. It is reasonable to 
assume that with this intense training 
program coupled with the influences of 
travel and experience in far distant 
places, many of our boys will not wish 
to return to their former jobs. We, 
therefore, must not sit idly by waiting 
the return of our former employes but 
must have training programs ready for 
a new group of men in order that we 
may rapidly rebuild our depleted or- 
ganizations and do our share in mini- 
mizing the threat of unemployment 
following demobilization and be in posi- 
tion to fully use the materials then 
available. 


Improvement Within Industry 

One of the encouraging factors in 
our business is that in the 
following the war when other industries 
are beset by the uncertainities that are 
bound to come in the adjustments of a 
post-war era, we will probably be less 
disturbed than will others. Many indus- 


period 


tries, for example, are greatly con- 
cerned with the possibility of the gov- 
ernment dumping great quantities of 
surplus materials and equipment on the 
market. They feel that this would have 
a demoralizing effect on wholesale and 
retail outlets. We have no similar prob- 
lem, as we know that our subscribers 
are not going to buy up old field tele- 
phones and start their own telephone 
systems. Likewise we are reasonably 
certain that no wartime developments 
will render obsolete our existing pole 
lines, our extensive cable systems, and 
our central office equipment. All of this 
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USITA ACTIVITIES, WASHINGTON PICTURE 


. THESE enlightened times of radios, 

television, telephones, bathtubs, air 

-ooling, electronics, vitamin pills and 
suipha-drugs—to say nothing of with- 
holding taxes—it pays to hold gather- 
ines like this convention in order to 
take common counsel on common prob- 
lenis. 

Let us hope that the outcome of the 
convention will be sound thinking and 
the prescription of constructive meas- 
ures calculated to keep our branch of 
the telephone industry in high gear. In 
our discussion and our attempted solu- 
tions of problems, let us be daring in 
our thinking, let our minds be bold. 

The future may present us_ with 
many a challenge, but I believe there 
is enough initiative, enthusiasm, leader- 
ship, ability and imagination in the 
telephone industry to lick any problem 
that may arise if we are but given the 
necessary time to do it. 


Your Association in Wartime 

The energies and resources of your 
association during the past year neces- 
sarily have been directed, in the main, 
toward cooperating with various govern- 
ment agencies to the end that Independ- 
ent telephone companies might do thei 


utmost in making a contribution to vic- 


ory. ... In part, this cooperation has 
been through the association’s officers 
and employes and in part through com- 
mittees. President Porter and various 
committee chairmen and individual com- 
mittee members made many a trek to 
Washington during the past year. 

Many individual companies have as- 
sisted us materially in meeting the 
needs of government war agencies by 
furnishing information urgently needed 
n order to deal intelligently with cur- 
rent pressing problems. The state as- 
sociations upon which we have also had 
occasion to call, have come through in 
a most commendable manner. 


Member Letters 

We in the headquarters of the na- 
tional association have issued a numbe1 
f general letters in recent months de- 
signed to give current information and 
Suggestions on happenings in Wash- 

‘ton affecting our industry in these 

tical times. The letters have under- 
el by the written .word to be more 
ess a regular medium of contact be 
‘n the national association and local 
npanies as well as the state associa- 
hat these letters have been helpful 
those receiving them is attested by 
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the large number of favorable com- 
ments upon them which we have re- 
ceived. 


Trade Magazines 

I want to emphasize, however, that 
the association is not endeavoring to, 
and that it 
office. It is not equipped for that. More- 
over there is no need whatever for it, 


cannot, run a newspapel! 


with the very splendid magazines, so 
familiar to you, already very ably 
and adequately covering the general 
telephone news field. The magazines are 
the imperatively needed tools of every 
telephone man. 


The Independent Manufacturers 


The Independent manufacturers have 
been very cooperative in efforts exerted 
to assist the operating companies i! 


meeting the war traffic load. The pro 
duction of communication equipment 
and supplies is obviously intimately re 
lated to the telephone service company. 
One cannot get along without the other. 
In the face of unprecedented obstacles 
of many descriptions the Independent 
manufacturers have done a magnificent 
job. We are glad to pay tribute to them 
and are happy that they are members 


of the national association. 


Work of Association Committees 

In my remarks I shall skate away 
from specific matters which will be 
covered by committee chairmen later. 
Before touching on certain matters 
which are a part of the Washington 
picture, I would like to say ust a 
word concerning the functioning of out 
association committees. .. . 

When the sun shines bright it is 
unnecessary to light candles. No words 
of mine can add luster to the work 
which our committees have done during 
the past year. That work will shine ir 
the firmament of telephony undimmed 
by the passage of time. 


Relations with the Bell System 

It will constitute no surprise when | 
tell you that our relations with repre 
sentatives of the Bell System have con 
tinued on a cordial basis. The officers 
of your association feel confident that 
as occasional conflicts of interest arise 
between Independent companies and the 
Bell System, they can be ironed out 


around the conference table with justi- 
fiable assurance that solutions satis- 
factory to both interests will be 


reached. 


Some Operating Figures 

It may be of interest to point to a 
figure or two in order to afford a show- 
ing as to the results of the 1942 oper- 
ations of Independent 
From statistical data compiled by your 
headquarters’ office the following facts 
stand out: 


companies. 


Total assets of the Class A and B 
companies at the end of 1942 reached 
a new high figure of approximately 
$475,000,000. Of this amount, $69,000,- 
000 measures the increase over 1937. 
Gross operating revenues increased in 
1942 to $97,000,000 5,300,000 more 
than 1937. Almost 475,000 stations 
were added in the 1937 to 1942 





period. 

Additional operating expenses took 
more than one-half of the increase in 
eross revenues. In terms of dollars 
this amount was $13,662,000. In 
round figures, about $37,350,000 was 
left in 1942 for net operating revenue. 
This was an increase of almost $11, 
700,000 over 1937 but it was at this 
point that the tax collector stepped in. 
His direct cut amounted to somewhat 
over $18,600,000, an increase of 10's 
millions over 1937. While in 1942 
some $18,000,000 was left for interest 
and dividends, the owners’ share of 
net operating revenue was slightly less 
than the tax collectors’. 

To put it another way, it may 


be pointed out that whereas less 


than $72,000,000 gross in 1937 pro 
duced a net in excess of $16,800,000, 
yet an additional $25,300,000 in rev 
enue by 1942 accounted for an in 
crease in net of only 1% million 
dollars. 

Traffic expense in 1942 was the 
largest single item in the major ex 
pense classifications. For the first time 
in many years it outstripped the cost 
of current maintenance and reflected 
not only the additional number of sta 
tions served but 


largely increased 


wages paid to operators. 


Notable Court Decisions 

Human patience at such time as this 
lacks the capacity to tolerate an ex 
tended review of cases affecting tele 
phone companies which have been de 
cided by courts or commissions during 
the preceding year. There are, however, 


two court cases which should be re 
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ferred to in any oral painting of the 
Washington picture. They are impor- 
tant parts of the picture. 


One of these was a case involving 
an order of the Federal Communica- 
tions Commission relating to chain 
broadcasting. Telephone companies were 
not involved in the litigation; telephone 
companies have kept entirely aloof 
from the trials and tribulations of the 
great magic field of radio, but they are 
interested in what the United States 
Supreme Court said in upholding the 
commission’s order in this case because 
of the broad interpretation given to 
language contained in the Communica- 
tions Act. 

I refer to National Broadcasting 
Co. v. Federal Communications Com- 
mission (Law. Ed. Advance Opinions, 
Vol. 87, No. 15, p. 933) decided on 
May 10, 1943, in a formal opinion 
written by Justice Frankfurter. The 
case was an outgrowth of a commission 
investigation begun early in 1938 into 
chain broadcasting. In 1941 the com- 
mission issued regulations relating to 
(1) exclusive affiliation, (2) term of 
affiliation, (3) territorial exclusivity, 
(4) option term, (5) right to reject 
programs, (6) network ownership of 
stations, (7) control by networks of 
station rates, etc. 

In sustaining the commission’s order, 
the court was unable to point to speci- 
fic language in the Communications Act 
to support the order, but it did note 
certain general language in subsection 
(i) of section 303 to the effect that 
the commission shall have “authority 
to make special regulations applicable 
to radio stations engaged in chain 
broadcasting.” It theretofore had been 
taken for granted that this language 
conferred power merely over technical 
subjects. 

The court also referred to certain 
other language in the Communications 
Act of a general nature authorizing the 
commission to “encourage the larger 
and more effective use of radio in the 
public interest” and giving the com- 
mission power to adopt “such rules and 
regulations . . . as may be necessary to 
carry out the provisions” of the act. 

Immediately following these refer- 
ences to those vaguely-described powers 
came the significant part of the court’s 
decision, all contained in a_ single 
sentence: 


_ “These provisions, individually and 
in the aggregate, preclude the notion 
that the commission is empowered to 
deal only with technical and engineer- 
ing impediments to the larger and more 
effective use of radio in the public 
interest.” 


We are not concerned with 
radio nor are we concerned directly 
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with the outcome of this case. But we 
do have a legitimate interest, as tele- 
phone operators (many of whom are 
subject to full jurisdiction of the com- 
mission), in noting the disposition of 
the court when dealing with regulations 
relating to matters claimed to be with- 
in the ambit of the regulatory power 
of this agency of government. We are 
interested because what the court said 
may afford a clue to the breadth of 
meaning which the court may impart 
to provisions of the statute relating to 
telephone companies, whenever those 
provisions come before it for interpreta- 
tion in a contested case. 

The decision in this case was by five 
justices. Two other justices (Black and 
Rutledge) took no part in the con- 
sideration of the case. 

Justice Murphy has not been especi- 
ally conspicuous for his dissenting 
opinions in Supreme Court cases up- 
holding powers granted federal agencies 
since 1933. But in this chain broad- 
casting decision he dissented rather 
strongly if not tartly. I quote from his 


dissent, in which Justice Roberts 
joined: 
‘... We exceed our competence when 


we gratuitously bestow upon an agency 
power which the Congress has not 
granted. ... 

“It was clearly not the intention of 
the Congress ... to invest the commis- 
sion with the authority now claimed 
over network contracts. ... 

“If the existing network contracts 
are deemed objectionable because of 
monopolistic or other features, and no 
remedy is presently available under 
these provisions, the proper course is 
to seek amendatory legislation from the 
Congress, not to fabricate authority by 
ingenious reasoning based upon pro- 
visions that have no true relation to the 
specific problem.” 


The other court decision to which I 
would like to refer is of even greater 
immediate interest to telephone com- 
panies. I refer to Byrnes v. Flanagan 
(District of Columbia P.U.C.), decided 
on July 26 by the U. S. Court of Ap- 
peals for the District of Columbia. This 
case involved a gas rate increase order 
of the District commission made under 
the Washington sliding scale method of 
rate-making. 

At the suit of the Economic Stabiliza- 
tion Director and the Office of Price Ad- 
ministration the lower court on Febru- 
ary 1, 1943, had set aside the commis- 
sion’s order, holding that while the 
sliding scale was a result of fair and 
honest judgment at the time it was 
agreed to some years ago, since the 
enactment of the Stabilization Act of 
October 2, 1942, rates “must be sub- 
jected to a test not previously re- 
quired.” (Byrnes v. Flanagan and 
Henderson v. Same) 48 F. Supp. 703; 
47 PUR (N:S.) 1. 


The effect of that ruling, if sus- 
tained, would have been an emascula- 
tion of the powers of rate regulatory 
bodies for the duration. 

Let me digress for a moment to say 
that that great jurist, Oliver Wendell 
Holmes, once said that “courts do and 
must legislate but they can do so only 
interstitially;” that is, they can levis- 
late only to fill up the interstices. The 
conclusion is irresistible that the lower 
court in the gas rate case, honestly 
enough, of course, blinded its course by 
opinionating itself against the plain 
legislative history of the Economic 
Stabilization Act, and legislated far 
beyond the scope indicated as permissi- 
ble by the son of the Autocrat of the 
Breakfast Table. 

The provisions of the Emergency 
Price Control Act in the clearest 
language exempted the rates of com- 
mon carriers and other public utilities 
from OPA control because Congress 
knew that such rates were already sub- 
ject universally to public control 
through regulatory commissions. 


When the Economic Stabilization Act 
was under’ consideration Congress 
turned thumbs down on an amendment 
introduced by Senator Norris which 
would have given a federal agency veto 
power over rate increases. Congress in- 
corporated in place of that amendment 
a provision merely reciting that no gen- 
eral increase in rates as of September 
15, 1942, may be made unless 30 days’ 
notice is given the President or his 
agency, with consent to timely inter- 
vention in a rate proceeding. 

In passing on the contentions of the 
OPA, in the decision to which I now 
wish to refer, what did the Circuit 
Court of Appeals for the District of 
Columbia say when it rendered its 
opinion on July 26 of this year? In sus- 
taining the commission’s gas rate in- 
crease order and reversing the lower 
court, the higher court held that the 
power of regulatory bodies to fix utility 
rates was left unchanged by the act of 
October 2, 1942, except only with 
respect to 30 days’ notice and right of 
intervention. It said: 


“The contention of the Price Ad- 
ministrator is that this section first 
gives the power to the President to sta- 
bilize all prices, including utility rates, 
on the levels existing on September 15, 
1942. . . This construction, however, is 
seen to be strained and unnatural when 
all the relevant provisions of the origi- 
nal act and of the amendatory act are 
taken into consideration. .. . 

“... If such had been the purpose 
of Congress there is no good reason 
why it failed to express it... 

“The legislative history of the amend- 
atory act of October 1, 1942, supports 
this conclusion. When the bill was be- 
fore the Senate, Senator Norris sub- 
mitted an amendment which was 


adopted by the Senate that provided 
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that rates charged by a public utility 
should not be increased without the con- 
sent of the President. But this amend- 
ment was rejected when the bill went 
into eonference, and the proviso in §1 
of the act as it now stands was sub- 
stituted....” 

That is the last expression of any 
court upon the meaning of the Econom- 
ic Stabilization Act so far as the pro- 
visions relating to public utility rates 
are concerned. It remains to be seen, 
however, how the United States Su- 
preme Court, to which the gas case 
has been appealed, will view the OPA’s 
contentions. 


Office of Price Administration 

This may be an appropriate place to 
make a few comments concerning the 
OPA’s Transportation and Utilities 
Division, whose activities are of par- 
ticular interest to telephone companies. 
It is that division which is the Presi- 
dent’s designee under the rate increase 
notice provisions of the Economic Sta- 
bilization Act. 

At the outset let me say that tele- 
phone companies in these critical times 
do not want to increase their rates un- 
less that course is necessary in order to 
obtain needed revenues to assure ade- 
Utility companies, as 
Director Nixon has pointed out, have 


quate service. 


a “mighty stake” in the prevention of 
inflation. Keeping ahead of uncontrolled 
rising costs would be more difficult for 
utilities generally, owing to the lack of 
flexibility allowed management in ad- 
Telephone companies 
want inflation avoided. They hope that 
the efforts of inflation control will suc- 


justing rates. 


ceed. 

Sut the matter which I wish to refer 
to is this: Under the law as enacted by 
Congress, have the regulatory commis- 
sions of the country, or have they not, 
been denuded by Congress of their cus- 
tomary power to deal with utility rates? 
The language of the Emergency Price 
Control Act and of the Economic Sta- 
bilization Act seems to indicate plainly 
that they have not been bereft of such 
power; and the Circuit Court of Ap- 
peals to which I have referred has held 
that state rate regulating machinery 
has not been affected by Federal law 
(except only with respect to 30 days’ 
notice and intervention). 

We find, however, the OPA Trans- 
portation and Utilities Division, in the 
absence of express statutory power over 
rates, advocating an interpretation of 
the law by the courts and commissions 
which would in effect nullify the free- 
dom left by Congress to the regulatory 
commissions under the two laws which 
I have mentioned. 

In an address to the National As- 
sociation of Railroad and Utilities Com- 
missioners last month, Director Nixon 
said: 
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“All price increases are inflationary. 
This is the very foundation upon which 
the national policy of economic sta- 
bilization is constructed. The Emer- 
gency Price Control Act and Executive 
Orders issued thereunder do not dis- 
tinguish between small increases and 
large ones the mandate is to pre- 
vent all increases except in those cases 
where increases are shown to be neces- 
sary to aid in the successful prosecution 
of the war or to correct gross inequities 
— regulatory agencies may give 
effect to the national policy by denying 
the proposed increased rates unless 
necessary to promote the war effort or 
correct a gross inequity.” 


Mr. Nixon and his division, naturally 
enough, have their own notions as to 
what is necessary in order to do that, 
and in representations to state com- 
missions have allowed their opinions to 
become known. 


And Mr. Nixon then said: 


“The legal relationship between exist- 
ing regulatory statutes and the sta- 
bilization legislation will, we hope, be 
pressed upon by the Supreme Court of 
the United States in the Washington 
Gas Light Co. case.” 


This is no place for me to engage in 
a debate with anyone as to whether a 
given rate increase is or is not in- 
flationary. The fundamental question, 
at the moment is, ‘““‘What did Congress 
intend as to the OPA so far as utility 
rates are concerned?” As a part of the 
Washington picture I simply am draw- 
ing to your attention another instance 

one which may affect vitally any tele- 
phone company if it needs a rate in- 
crease — of an administrative body 
seemingly attempting to portray the 
spirit of a law entrusted to its care in 
vastly different from the 
intentions of the makers of that law 
at least as I 
tentions. 


a manner 


understand those _ in- 


It is proper to state that although the 
Transportation and Utilities Division 
has resisted rate increases proposed by 
some Independent telephone companies, 
it has interposed no objection whatever 
to increases by certain other of our 
companies where it was felt the added 
revenue was needed for service reasons. 


At our spring conference this year, 
as elsewhere, I said that telephone com- 
panies have a definite, specific obliga- 
tion to the public. It is the obligation to 
render efficient and adequate service 
an obligation all the more serious dur- 
ing times like these. If it is necessary 
to have more revenues in order to 
acquit this obligation, the safe plan is 
to take the matter up with the proper 
state regulatory body. If telephone 
service is to decline in efficiency because 
of inadequate operating revenues, it is 
much better that the responsibility 
should rest on the shoulders of the 


regulatory commission than on those 
of private management. 


Federal Communications Commission 

A report to this convention from one 
living in Washington would not be 
authentic if it failed at least to men- 
tion the Federal Communications Com- 
mission. This commission, with more 
than 2,250 employes (about half of 
whom are in Washington) has been en- 
aged in important work during the past 
year. So far as telephone companies 
are concerned, its most notable activity 
was in connection with the negotiated 
interstate toll rate adjustment of last 
January, which brought an end to an 
investigation instituted last November. 

Another very important subject 
which has engaged much of the com- 
mission’s attention was the telegraph 
merger case. Legislation permitting the 
merger was finally enacted last March. 
The companies lost no time in filing an 
application with the commission for the 
necessary authority. Their stockholders 
had voted in favor of a merger, with 
a time limit of October 1 set for con- 
summation. The commission expedited 
its hearings and handed down a de- 
cision on September 28. From the 
authority granted permitting a merger, 
Commissioner Durr alone dissented, on 
the asserted ground that benefit to the 
public interest of a merger had not been 
proved. 

While the enabling statute left the 
commission without power to impose 
conditions, the commission in its re- 
port took occasion to speak of Western 
Union in a critical vein for failing to 
address itself to improving service and 
to say that it expected the company to 
submit within a year a comprehensive 
plan of service rejuvenation. 

The commission also took occasion to 
speak frankly about its expectations as 
to abandonment of facilities. The com- 
mission said: 

a we will not sanction any ill- 
considered elimination of facilities or 
services whether or not they are a re- 
sult of merger. We will expect that 
abandonment of facilities, closure of 
offices, reductions, impairments or dis- 
continuances of service will be carried 
out only pursuant to considered rational 
plans in which factors of public need 
and convenience will be controlling. The 
commission will expect that all such 
plans will be discussed by the merged 
company with the interested state regu- 
latory commissions, and this commis- 
sion, in passing on such matters, will 
desire to avail itself of the benefit of 
the views of such state commissions.” 


Another proceeding to which the com- 
mission has given attention in recent 
months is one involving jurisdiction 
over the imposition of surcharges by 
hotels, apartment houses, and clubs on 
telephone calls in the District of 
Columbia. Arguments in this case were 
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heard by the commission early in Sep- 
tember and a decision may be looked 
for at any time. A proposed report pre- 
pared by Commissioners Walker and 
Wakefield recommended a ruling that 
a hotel in providing telephone service 
for its guests was either a connecting 
carrier or an agent of the telephone 
company. If either ruling should be 
made, in the final decision to be an- 
nounced, an obligation will rest on the 
local telephone company to file tariffs 
containing the surcharges imposed by 
the hotel, apartment house, or club, as 
might be involved. 


The ultimate ruling to be made in 
this case will be an important pre- 
cedent, which will likely be followed 
by regulatory commissions elsewhere. 
It may also be expected that a succeed- 
ing step in this matter will be the insti- 
tution of a further investigation to test 
the reasonableness of surcharges. 


The Cox Investigation 

The House investigation of the Fed- 
eral Communications Commission, 
authorized last January by the Cox 
resolution, is going forward by a 
special committee, with an appropria- 
tion of $60,000. The investigation seems 
to be aimed primarily at the broadcast- 
ing activities of the commission, al- 
though the terms of the resolution are 
broad enough to embrace an inquiry 
into all other activities. Up to this time 
there has been no indication that the 
telephone branch of the commission’s 
work will be explored; but no one at 
present is in a position to issue any in- 
surance policies as the future scope of 
the investigation. 

Congressman Cox of Georgia, author 
of the resolution, who was appointed 
chairman of the Special Investigating 
Committee, submitted his resignation 
on September 30, in order, as he stated, 
to preserve his independence of ex- 
pression concerning the commission. To 
succeed him in that capacity Speaker 
Rayburn has appointed Congressman 
Clarence F. Lea, of California. Mr. Lea 
is now chairman of the House Commit- 
tee on Interstate and Foreign Com- 
merce. 


Board of War Communications 

The Board of War Communications, 
created by an Executive Order on Sep- 
tember 24, 1940, as the Defense Com- 
munications continues to 
maintain a vigilant eye on the com 


Board, 


munications industry. Its name, how- 
ever, has not appeared in the public 
press so much in recent months. At its 
request, the Federal Communications 
Commission in the closing days of last 
month instituted an investigation of 
telegraph and telephone facilities leased 
to bookie establishments and used for 
the distribution of race track informa- 
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tion for gambling purposes. The com- 
mission announced at the time that the 
inquiry will involve telegraph circuits 
primarily. 


Communications Division of WPB 

Inasmuch as our War Activities 
Committee will report on matters which 
come under the jurisdiction of the 
Communications Division of the WPB, 
I must content myself for the present 
with merely stating that the head- 
quarters of your association has under- 
taken at all times to cooperate very 
fully with Director Peebles and his as- 
sociates. We believe this cooperation 
has been useful and that it has also 
been appreciated. 

Mr. Peebles has not always reached 
the decisions which we have asked him 
to reach, or which we hoped he would 
reach, in matters which we have had 
up with him from time to time. But it 
is due to him to say that we have never 
at any time felt any doubt whatever 
as to the patriotic character of his mo- 
tives nor as to his disposition to arrive 
at sound conclusions on the basis of 
facts available to him. We feel that on 
the whole the Communications Division 
is functioning efficiently in the public 
interest. ... 


Pending Legislation 

American Counterpart of Beve ridge 
Plan. What about pending legislation 
affecting telephone companies? 

The biggest bill in terms of pages 
and in terms of its implications is the 
Wagner bill, S. 1161, introduced on 
June 3, 1943. It has exactly 90 pages. 
This is the cradle to the grave plan, 
said to be the American counterpart 
of the Beveridge plan in England. 

I would not undertake to review a 
bill of this magnitude here, but I do 
say that it would make a far-reaching 
change in our social and economic sys- 
tem. It is understood to represent the 
views of the Federal Social Security 
Board. It certain 
state agencies, extend the coverage of 


would federalize 
the present social security act, create 
a unified national social insurance sys- 
tem, and increase payroll tax levies to 
6 per cent for employers and 6 pei 
cent for employes. 

It may be that social legislation of 
this kind may some time be enacted. I 
do not know. But I do know that with 
the country fighting for its very life, it 
may be questioned whether such epoch 
making proposals should be considered 
now. Whether the authors of the bill 
intend to press for hearings soon re- 
mains to be seen. 

Com pu lsory Industrial Service. 
Among other bills pending in Congress 
to which perhaps you will expect me 
to refer is the Austin- Wadsworth bill 


S. 666 in the Senate and H. R. 1742 in 
the House—designed by its authors to 
meet the manpower situation by pro- 
viding what has been called a “priori- 
ties system for manpower dovetailed 
into priorities for material.” 


This bill, ardently supported by the 
War Department but not yet openly 
blessed by the White House or the Wai 
Manpower Commission, would create an 
industrial service liability on the part 
of every man and woman in the coun- 
try and empower the President to use 
local draft boards for channeling ma 
power into industry. It is reasonable to 
assume that the activities to which 
manpower would be directed, unde 
this legislation, are the 35 which the 
War Manpower Commission has listed 
as essential to the prosecution of the 
war, of which communications is of 
course one. 


With all the crying that is being done 
about the manpower dilemma, it is ob- 
vious that something is wrong. The 
Wall Street Journal remarked not long 
ago that the manpower problem was the 
nearest thing in the United States to 
a mathematical merry-go-round. I do 
not undertake to say that the Austin- 
Wadsworth bill furnishes the solution, 
but I think it is entirely clear that in- 
dustry on the home front has_ been 
given mere opiates when what was re- 
quired was a major operation of some 
kind. .. 


I doubt whether it will console you 
but I think it will interest you to know 
that even at the convention of this as- 
sociation in October, 1923 20 years 
ago the manpower problem seemed to 
be demanding much attention. On page 
16 of the issue of TELEPHONY of 
October 27, 1923, President F. B. Mac- 
Kinnon of the association was quoted 


as saying: 


“Last year in addressing you, I said 
that there were two principal questions 
which we had to consider, those of men 
and of money, and that of these the 
question of securing men—of inducing 
them to become employes of our com- 
panies and of holding them as employes, 
of offering to them opportunities for 
advancement—was the really 
problem that confronted us.” 


serious 


If the problem was “really serious” 
then, we certainly are put to the task 
of finding highe powered words to 


describe the situation today. 


Impact of Government Orders 
Personally, I think that one of thé 
major dilemmas confronting indust 
generally today is the impact of go 
ernment orders, rules and regulations. 
Accentuated by wartime necessities, 
they have introduced many vexatious 
problems. No word painting of thé 
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ORTY years ago, when I entered 

the telephone business, there were a 

few more telephone manufacturers 
than at present. All the old-timers will 
remember some of the companies no 
longer with us, Swedish-American, 
Monarch, American Electric, Sumter 
and several others. Some were merged 
into existing companies, some _ just 
passed out of existence. But it is in- 
teresting to observe that four of the 
five existing Independent telephone 
manufacturing companies, Automatic 
Electric Co., Kellogg Switchboard & 
Supply Co., North- Electric Mfg. Co., 
and Stromberg-Carlson Co., though 
there may have been subsequent reor- 
ganizations, were all in existence 40 
years ago, and the fifth, Leich Electric 
Co., had its beginnings in 1907. I like- 
wise have it on good authority that 40 
years since there was also a Western 
Electric Co. 

Of course, there are numerous other 
manufacturing companies, such as 
Cook Electric and Reliable Electric, 
which, while not making telephones or 
switchboards primarily, serve the tele- 
operating companies. There 
are always a few companies making 
intercommunicating and apartment 
house telephones that are telephone 
manufacturers in name, but have main- 
tained little or no contact with the In- 
dependent operating companies of this 
group. 


phone 


However, it seems best that I pri- 
marily discuss the relations between 
the operating companies and Auto- 
Kellogg, Leich, North and 
Stromberg-Carlson. That is a large 
enough order. 

We five manufacturers have for 
many years engaged in unbridled com- 


matic, 


petition. Old line salesmen in each com- 
pany love to tell stories of how they 
outwitted the other fellow. They tell 
of devices to keep the rival salesman 
from knowing they are in town, of 
failures to sign hotel registers, of dem- 

hidden in 
alleys and basements, even of friendly 
operating company keeping 
incommunicado until the 
order was definitely signed. Of course, 
most of those tales relate to incidents 
of the fairly distant past. 


onstration switchboards 
officials 
themselves 


Sut even in recent years our un- 
bridled competition has resulted in a 
heavy sales cost on some jobs. One day 
while in a not-too-accessible part of 
the factory I was sought out by our 
credit manager and appealed to for 
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help. A job in Nebraska, some kind of 
government construction involving 
cable, I believe, was in prospect and we 
were being asked to deposit a certified 
check next day to have our bid con- 
sidered. There was no time for action 
by mail and it was after banking hours 
in Rochester. But an officer of our local 
bank telephoned a Chicago bank of 
which a bank in the Nebraska town was 
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a correspondent, and arranged to have 
the necessary certified check issued on 
our salesman’s personal signature the 
next morning. I felt pretty elated about 
our ability to overcome difficulties and 
put ourselves in line for this job. 

But what actually happened was that 
the order was split among a number of 
the bidders. As all had incurred sales 
expense to such an extent that only a 
firm which secured the whole orde1 
could hope to realize a profit, when the 
job was split several ways I am sure 
that none of the bidders realized a 
profit on the small amount of business 
secured equivalent to the cost of send- 
ing a sales representative to solicit the 
order. I hasten to add that this is a 
tale without a moral. 

But the tale will serve to afford a 
sharp contrast between 
current conditions. We telephone manu- 
facturers came to be among the most 
important of the manufacturers of mu- 
nitions of war well before actual hos- 


former and 


tilities began. Some of you, realizing 
this situation only in a general way, 
have not fully appreciated the para- 
mount importance of the part communi- 
cation apparatus plays in this war of 
mechanization and movement. And yet 
you are engaged in the business of 
communication. 

The general public, of course, gives 
only limited thought to the role played 
by communication in this war. Ships, 
airplanes, guns, tanks — these are the 
words I hear on the radio every morn- 
ing when persons engaged in less essen- 
tial work are being importuned to see 
the United States Employment Serv- 
ice about a job in a war plant—and 
they are what the general public thinks 
of as typifying the war effort. And they 
do; but ships cannot be operated in con- 
junction with other ships or even be in- 
dividually directed in battle without 
communication apparatus, nor can air- 
planes, guns and tanks be effectively 
used unless they function as directed 
through the medium of communication 
apparatus. 

Now, every time you pick up a maga- 
zine, you will see advertisements in 
which manufacturers of all sorts of 
products, perhaps even of perfumery, 
try to relate themselves to the war 
effort. A huge tank crushing through 
a jungle serves to attract attention to 
somebody’s cough medicine or cocktail 
ingredient. But we manufacturers of 
communication apparatus know that 
our product is as important as any that 
is being made for the use of our armed 
forces. And we want you, when you 
are considering the heavy restrictions 
that have been laid upon the manufac- 
ture of telephone apparatus for you) 
plants, to realize to the full the contri- 
bution you are indirectly making in be- 
ing asked to forego the developments 
of your current opportunity for expan- 
sion and more revenue. For we can 
play our full part only because you are 
limited in what you may do. 

But lest I claim too much for the 
industry of which I am so proud to be 
a member, just consider that one of 
the important items needed in landing 
operations is something as unwarlike 
as waterproofing material, acres and 
acres of coverings for the engines of 
war that are exposed to the sea, tons 
of dope to sluice over delicate open 
parts. Even then I have heard a tank 
captain tell how his tank radio would 
not function upon landing due to sea 
water. 
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And so I am not going to assert 
that we communication manufacturers, 
like the MP’s in the 25-year-old ditty, 
are winning the war. But I do stoutly 
assert that it would be hard to find 
another group making any greater 
contribution. 


What lies before us now? There is 
a good deal of wishful thinking. Some 
people, encouraged by the knowledge 
that munitions of war are being pro- 
duced in such colossal quantities, and 
by the comparatively minor successes 
that have so far attended the opera- 
tions of our armed forces, are predict- 
ing an early complete victory. 


I make no claim to be a prophet or 
the son of a prophet. I can only tell 
you that I have just attended, with 
other representatives of industry and 
of labor and of the press and of 
broadcasting, a very solemn but thrill- 
ing conference called by the War De- 
partment. Presided over by Under 
Secretary Patterson, and addressed by 
such well-known figures as General 
Marshall and Lieutenant General 
Knudsen, the conferees for two days 
heard important key men in the vari- 
ous services outline the needs and gen- 
eral plans of those services. 

We were told of the general strat- 
egy of operations that had already 
occurred and of the enormous expendi- 
ture of materials in those operations, 
including a very comprehensive show- 
ing of the terrific military might, far 
greater now than three years ago, of 
Japan and Germany. We were told 
enough to be able to realize for our- 
selves why we must produce all 
through 1944 at the rate we shall 
shortly attain in the fourth quarter of 
1943, at the same time covering any 
shortages left from the 1943 produc- 
tion. 


Do not be misled by the knowledge 
that orders are down in some indus- 
tries. The Army has largely been cre- 
ated and equipped, it will not take 
such heavy production of clothing or 
rifles from now on to keep it supplied. 
And, too, some production needed 
when our strategy was that of holding 
the line, I am quoting the phraseology 
of one of our primary strategists, is 
no longer so essential. But any man 
or woman no longer needed through 
the lessening of the armed services’ 
needs in one respect is going to be 
even more needed by the industries 
that are steadily being called on for 
more and more production, and one of 
such is the communications industry. 

Of course, if and when the needs of 
our armed services for the materials 
regarded as critical, are modified 
enough so that a moderate amount 
can be released for commercial usage, 
the telephone industry will try to get 
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its share, and we manufacturers of 
telephone apparatus, all of us, can be 
counted on to do our best, while cer- 
tainly not impairing our war effort, 
to convert those materials into equip- 
ment for your usage. 

Now what of the future? What is 
going to be the effect of the current 
war effort, and of post-war planning, 
on the telephone industry? I can speak 
only in generalities. Everybody talks 
of post-war planning, and men who, 
despite the crying need for able men 
in all kinds of war industries, are cur- 
rently unemployed, write in to urge 
their ability to coordinate post-war 
planning efforts. But I certainly do 
not decry the need of post-war plan- 
ning. It is urgently needed, and why 
I am hopeful that this time we shall 
escape many of the difficulties that fol- 
lowed the end of the last war, is that 
we are so planning and have the ex- 
perience of former years to guide us. 
And we telephone manufacturers are 
doing a bit of planning ourselves. For 
Stromberg-Carlson, I can say that we 
are doing our post-war planning on the 
eighth day of the week, I mean at 
night and out of normal working hours, 
even normal overtime working hours. 
No doubt my friends of Automatic, Kel- 
logg, Leich and North do likewise. 

But all of us are constantly urging 
our customers to be ready with plans 
for expansion and rehabilitation and 
replacement, and to get those plans 
now in such shape that no time will be 
lost when the materials become avail- 
able. We even encourage the comple- 
tion of the engineering work that the 
manufacturer must do in advance of 
putting a production order into the 
shop. The companies which heed these 
suggestions are going to be the ones 
which get the early deliveries, have no 
doubt of that. 

But you may ask me, is there going 
to be anything radically different in 
telephone apparatus after the war? 
Again I remind you that I am neither 
a prophet nor the son of a prophet. 

War is undertaken to prevent in- 
justices or to right wrongs, not, at 
least by our nation, to secure some 
pecuniary advantage. But some good 
does come out of war. It is here my 
assumption that what I know of my 
personal knowledge of my own com- 
pany is equally true of the others, 
and when I say we I mean all of us. 
We are building apparatus today that 
just must not fail to operate when 
needed; I need not particularize about 
that. So we have had to build to much 
closer tolerances, and that has meant 
we have had to learn how to do that, 
and that does not mean simply getting 
new machinery. We have had to in- 
spect and re-inspect and that costs a 
lot of money, so we have sought and 


obtained inspection equipment to save 
the time of the inspectors and enable 
them to decide quickly whether a piece 
of apparatus should be passed. The 
old method of taking a chance is out. 


Moreover, increased production has 
made it economical to design and 
build intricate pieces of test equip- 
ment which accomplish a much more 
thorough test of the article under in- 
spection than did the old hand meth- 
ods formerly used. And in some in- 
stances they permit, always under ex- 
perienced supervision, persons of no 
great previous skill to determine 
whether the article we are making, 
let us say a small switchboard, will 
function correctly under working con- 
ditions. 


We have developed research depart- 
ments and instrument laboratories, 
and physical testing laboratories and 
such new factory production labora- 
tories as are needed. Many of these 
are just the expansion of facilities we 
already had, but we have had to add 
in such expansion, many new facilities 
so that we could turn out the better 
work that was being insisted upon. It 
is hard for a manufacturer of quality 
apparatus to admit that there was pre- 
viously room for improvement. So I 
shall not so admit, shall say only that 
now we have facilities to determine 
things accurately which we could only 
guess at before, and if we cannot take 
advantage of these new facilities in 
the future we do not deserve to have 
them. 


Research departments—certainly we 
telephone manufacturers used to have 
research departments, but not of any 
very impressive size, at least ours was 
not. Now we have many men engaged 
in research. It is quite true they are 
not trying to develop new commercial 
telephone apparatus, they are engaged 
in war work, but do not overlook that 
the communication apparatus they are 
developing for a definite war need may 
well have a_ peacetime application. 
Let me also mention just one item of 
the materials we use—insulation. We 
are certainly learning something about 
that. And it is quite possible that other 
materials which are being developed 
primarily for war purposes may be 
found so that they will be 
adapted for commercial usage. 


good 


I could particularize about such de- 
partments as instrument laboratories 
and physical testing laboratories, which 
the other manufacturers may call by 
other names but have just the same. 
The only point I wish to make is that 
we are learning how to do better work. 
And out of this is coming, somehow or 
other, and, of course, always with your 
aid—for you too have your engineers 
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[ /. pITOR’S 


che man of the 


NoTE: E. C. Blomeye r, 
USITA War Ae- 


es Committee, addressed the con- 


“4 m and explained the work of the 
committee in keeping in touch with de- 
é rents in the war program affect- 
ne rhe te le phone industry and its ac- 


in keeping the industry well- 


ed. 

He paid tribute to the Associations’ 
coordinating committee, trade jour- 
na state associations and the USITA 
Washington office in effecting a suc- 
cessful arrangement for disseminating 
va nformation and the special bul- 
let issued to Inde pe ndent ope rating 
col mintes. 


Following his remarks, Mr. Blomeyer 
introduced Mr. Burden, Il 'SITA en- 
ginee and technical secretary of the 
Wa \ctivities Committee, who gave 


th lowing addre ss.] 


[ WAS just six months ago here in 
Chicago when Mr. Blomeyer turned a 
war activities meeting over to me. 
The 30 minutes that followed 
spent trying to define “a substantial 


were 


producer of food.’’ Those of you who 
were here will recall that we made 
headway only after that Independent 
independent, WPB’s’' expert, Dick 
Lumpkin, convinced us that there was 
a substantial difference between a pro- 
ducer of substantial quantities of food 
and a substantial producer of food. In 
the ensuing confusion, the exact meas- 
ure of what constituted a producer of 
substantial quantities of food was not 
revealed or developed. . 


In the telephone field we no longer 
hear much about WPB. Questions are 
few and far between. This merely 
means that we nave become fairly fa- 
miliar with the rules, learned how to 
adjust our operations to existing re- 
strictions, and consequently do not 
have so much to talk about. 


The WPB is still on the job, and 
still busy with applications and ap- 
peals. The principal events WPB-wise 
since our Spring conference may be 
summarized as: 


(1) A new application form desig- 
nated as WPB-2774 was released to re- 
place form PD-1A, PD-200, PD-685, 
and CMP-4-C. This was a much need- 
ed improvement and was appreciated 
by telephone companies. 

_ (2) Priority Regulation No. 19 was 
issued to permit farmers to extend rat- 
ings to retail stores for the purchase 
of telephone dry cells and other items. 
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This was of real help to farmers, who 
must furnish their own dry cells. 

(3) A plan for the Voluntary Re 
distribution of Surplus Material was 
set up by WPB. The objective of this 
plan was to encourage the redistribu- 
tion of surplus stocks of critical mate- 
rials among operating telephone com- 
panies in order to save manpower and 
raw materials that would otherwise be 
required. 

The plan also provided a means 
whereby operating companies could ob- 
tain relief from the inventory provi 
sions of U-3. On July 15 the Com- 
munications Division issued a surplus 
material cable catalog which listed all 
cable that had been offered for sale 


under the new plan. A new edition of 


this catalog was issued on Septembe1 
23. The new catalog contains wire, 
cable, and miscellaneous outside plant 
equipment. 


In the interval between the issuance 
of the first and second catalog, the 


WPB reports that over 500,000 sheath 


feet of cable and 200,000 pounds of 
wire has been sold as a result of the 
operation of this plan. Copies of the 
latest catalog are available upon re- 
quest to the Communications Division. 

(4) Limitation Order U-2 was 
amended on September 2. The princi 
pal changes being: 

(a) Reconnection of jacks already 
in place in a residence was permitted. 

(b) Residence extension telephones 
could be provided for physicians and 
surgeons. 

(c) Telephone sets made available 
through normal disconnections were re 
quired to be used to take care of cur- 
rent applications for Schedule A serv 
ice before they could be used currently 
to complete applications for service in 
other categories. 

(d) The drop wire span require- 
ments were modified to permit an ad 
ditional partial span consisting of a 
messenger strand attachment. 

All of the above items were sur- 
rounded, of course, with the usual 
WPB “whereases” and “provisos.” 

(5) The Office of War Utilities of 
the WPB set up what they called the 
“Voluntary Utility Conservation Pro- 
gram’”’ which had as its purpose the 
conservation of strategic war materials, 
of manpower, and of communication 
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facilities and service. Although the on the problem, however, and may 
telephone industry has cooperated have something to report in the near 
wholeheartedly in this effort, it was ap- future. 
parent to most of us at the outset that (b) The other paper order which 
telephone companies already had in ee eee 9 
, : : seaad? affects telephone companies is L-241. 
effect an efficient voluntary service ; Ps - Pd sige 
iiiennid It now excludes “functional printing 
conservation. : “Seige os Se ae 
sig: of telephone companies from its limit- 
This is shown by the large amount ing provisions. However, the Printing 
of money being spent on radio an- and Publishing Division are proposing 
nouncements and newspaper advertise- that the order be modified in such man- 
ments asking the public to limit their ner that telephone directories would be 
use of telephone service, both local and limited to text paper having a maxi- pat 
long distance. The USITA War mum weight of 28 pounds and cover f 
Activities Committee furnished to the stock having a maximum weight of 90 . 
Communications Division a compre- pounds. ha 
hensive exhibit of newspaper adver- This is al h ‘oh an 
“er . . s - se > rele < . 
tising and transcripts of radio an- t, is @ — t ph rig bot. t Tad. Ro: 
nouncements of the leading Independ- [0W ‘aon —— . a oy ah ‘ 
ent companies as evidence of our com- igh ‘ ao ae ut it consia¢ In y _— 
: é : . » the ‘ , « “4 ; 
plete cooperation in this conservation ter than that used by some Inde sti 
nani pendent companies. It will be noted = 
program. - ; ° con 
. . ; : that there is a conflict between this 
_ (6.) We have advised zoe from proposed order and Order L-120 that nu 
time to time, through Mr. Bailey’s let- operates at mill level. It does not ap- co! 
ters, of impending changes in the WPB pear that we are in a position to object a wi 
orders that control paper. There are seriously to the proposed modification ee ee ee ee 
two orders of concern to telephone of [-241. "Try and get that call through, operator. If | aii 
companies ; v1Z: disappoint my wife, I'll have to fight on two pre 
(a) Order L-120 (which is now in In viewing broadly the WPB restric- fronts."* | 
— ate the weight of cover stock tive orders which have been necessary sig 
that may be manufactured for use on ty conserve critical materials, it is ap- len 
any directory or booklet. The maxi- h sage } 
mum cover stock weight permitted is parent that we are going through a wh 
65 pounds. Present metropolitan di- cycle. When we first entered the war, manufacture of telephones was stopped, ch: 
rectories are usually in a 90-pound restrictions were light. As the need for and we were told to live off our fat. tio 
y y . 2 This “dar n« ac ¢ ate ° ‘ . 7 . "ac > oO, ‘ 
weight stock. This order operates at critical materials became more urgent Subsequently, it was suggested that an 
mill level, therefore will not affect tele- h ON ‘ot i—] we share our fat with fellow operators 2 
phone companies until existing whole- the restrictions were tightenec ater, sne é } : : of 
sale and retail stocks of cover stock through the newly formed Communi- who had reached the bottom of the bil 
have been exhausted. Effort has been ‘ations Division of WPB, limitation _ barrel. W: 
made t some exe i ° ' , . 7 ; ai :' 
h o get some exemption for tele- orders were issued that told us what When the need for critical materials res 
phone companies from the terms of “. 8 
this order. we could not do. has ceased and it is apparent that we va 
So far the telephone industry has Each time an order was revised, it have reached the top of the hill, and thi 
not been granted the desired relief, was made more severe—applications have started down the opposite side, | 
mainly because of complications i "0- ‘ Re , ‘e sincerely trus ‘ > rules, regu- 
vidi y tsar Rintosd Pp at fic) on for priority assistance had to be well sincerely trust that the rules, regu be 
viding exemptions on an order operat- ’ ; 7 ‘ : lations, and restrictions that now con- 
ing at mill level. We are still working Supported to run the gauntlet—the , . : ter 
trol and affect most of our plant activ- Hie 
ity will be modified and loosened as 
promptly and as completely as condi- t 
° . . . et 
QUICK CHECK-LIST FOR DRIVERS tions will permit. I am sure the firm “ae 
By Roger M. Mahey, Information Assistant hope of all of you is eugeesses eT ve: 
eo mn . suggest that the various agencies estab- ; 
Michigan Bell Telephone Co. : Bs : 6 : , _ tee 
lished as a result of the exigencies of a 
, 
war should be just as energetic in re- 
IMPORTANT DO'S ; re * ‘shi 
, ’ o “-estric e¢ ‘e shing 
Check these freque ntly ars eins re re inquishing Ww. 
. . , x 4 _— . their reguiatory control over private ' 
Steering assembly Chassis lubrication Differential grease ; z lier ca 
: . ; enterprise as they have been in setting 
Battery water level Oil level Carburetor adjustment up these ies iss 
. me ' . z ) ase co “Ols. 
Generator Tire inflation Oil filter wh 
Spark plug points Wheel alignment Ate cleaner Notwithstanding the huge demand nt 
Breaker points Clutch adjustment Water hose for munitions necessary to carry on en 
Transmission oil the war, it seems logical that just as th 
soon as the heavy military and defense me 
SYMPTOMS plant construction program is com- ss 
If these are present see your garage attendant at once pleted the critical material situation re 


Uses excessive amount of oil 


should improve. This should be re- Be 
flected promptly in allot- § 














Motor starts poorly 


Grease leaks around wheels Motor is exceptionally noisy increased 
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Front wheels shimmy Transmission or differential is noisy ments of critical materials for civilian iin 
Motor overheats “Missing” motor telephone requirements. 
ALWAYS REMEMBER TO The Independent industry has never eo 
‘ ; been in the habit of over-building or sti 
Protect the upholstering , ae W 
‘ ny ; s over-maintaining telephone plant. e sic 
Save anti-freeze for another winter 7 s1 43 ye 
will not go on a building spree if put Ye 
Keep the motor clean EC aye r : : 
2 ‘ : oe back on our own. We are fortunate in vie 
Keep the ear interior and finish clean . . : ae “ é 
; ‘ : : 7 Z having in the Communications Divi- Bc 
Watch tires for early signs of casing damage . , "pp . : 
8 ‘ : . ; — sion of the WPB, a group of men who i 
And—hit other objects, including automobiles, as infre- ' : . 1 
; know the telephone business well, an¢ 
quently as possible. , : 
I am sure they will appreciate the fr 
¥ { 
merit of what I have just said. ' " 
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HE second year of the war brought 

many operating problems to the tele- 

‘hone companies. We extend sym- 
pathy to the War Activities Committee 
of the association which has worked so 
hard trying to analyze the restrictions 
and regulations of the War Production 
Board as applied to the telephone busi- 
ness, and to the Tax Committee as it 
struggled with tax problems in the most 
complicated tax law that human inge- 
nuity apparently could devise. We 
condole with other committees which 
wrangled with the toll compensation 
problem or the question of continuing 
property records. 

But after all, each committee as- 
signed to handle those particular prob- 
lems had but one board to deal with, 
whereas, the committee of which I am 
chairman has had to deal with the Na- 
tional Labor Relations Board, the Wage 
and Hour Division of the Department 
of Labor, the Board of Economic Sta- 
bilization, the War Labor Board, the 
War Manpower Commission, the Bu- 
reau of Internal Revenue, as well as 
various Selective Service Boards 
throughout the country. 

In a streamlined program it would 
be impossible to take time for an ex- 
tended report of our committee’s activi- 
ties. We shall be as brief as possible. 

Prior to this past year, our commit- 
tee was known as the Wage-Hour Com- 
mittee, but immediately following last 
year’s convention the executive commit- 
tee gave us a new name—the Employ- 
ment Relations Committee. 

The committee held two meetings in 
Washington and one meeting in Chi- 
cago during the year. We prepared and 
issued War Activities Bulletin No. 6, 
which was distributed not only to the 
members of the association but to the 
entire Independent industry throughout 
the United States. This bulletin at- 
tempted to cover, with general infor- 
mation and _ with questions, 
rules and regulations of the War Labor 
Board and the War Manpower Commis- 


specific 


sion as they affect the telephone in- 
dustry. 

During the year we have had two 
conferences with the administrator and 
Staff members of the Wage-Hour Divi- 
sion of the War Labor Board in New 
York City and have had various inter- 
views with members of the War Labor 
Board and its staff in Washington, as 
well as with members of Congress. 

Our correspondence has_ continued 
from time to time with various national 
association members throughout the 
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country. Occasional questions still arise 
in wage-hour matters, more particularly 
from the small companies. We have 
been glad to answer these inquires and 
to offer the assistance of our committee 
in all matters affecting employment re- 
lations. 

In a nutshell, the foregoing is a re- 
port of the activities of your committee 





J. H. AGEE 


and, for your comfort, I willingly would 
conclude the report here, but it has been 
the practice to include in these reports 
some of the more important items of 
information on the subject. Therefore, 
we shall review briefly some of the 
more important matters covered in re- 
cent regulations of the War 
Board and War Manpower Commission, 


Labor 


together with the most recent informa- 
tion received from the Wage-Hour Divi- 
sion. The control of wages which, for 
the past four years, has been in the 
hands of the Wage- Hour 
shifted very quickly under wartime 
measures to the President of the United 
States. 


Division, 


Under authority of Congress, he 
appointed last October a War Labor 
Board operating under authority of the 
Office of Economic Stabilization. We 
shall not take time here to recite the 
various orders issued by the President. 
You should be familiar with them but, 
in all events, you are more interested, 
I am sure, in the operation and the 






effect of the rules and regulations upon 
employment. 

The War Labor Board, through its 
12 regional offices, has endeavored to 
stabilize wages. The War Manpower 
Commission has endeavored to stabilize 
employment and provide a proper bal- 
ance between personnel needed for war 
production and personnel needed for all 
military purposes. 

In all fairness, it must be admitted 
that the national problem is a gigantic 
one in comparison with problems of any 
individual in private industry but, 
nevertheless, the orders of the War 
Labor Board and the War Manpower 
Commission have brought many head- 
aches to the management of industries. 

The determination of the 
administration to force union organiza- 
tion upon every employer and to con- 


present 


tinue to insist that the gains in the so- 
called social reforms must, under no 
circumstances, be weakened, is not mak- 
ing the operating problems of the em- 
ployer any easier. Further increases 
in social security taxes are imminent. 
Higher wages in the lower brackets will 
continue to be forced upon us. 

In wage matters we find two forces, 
somewhat diametrically opposed, being 
put into operation: 

(1) The announcement of the Presi- 
dent that inflation must be controlled. 
The cost of living was not to increase; 
therefore, which provide the 
extra money for John Q. 
Public should presumably not be in- 
creased. Price control was designed to 
prevent the 
wages. The OPA was given power to 


wages 
spending 


necessity for increased 
establish price ceilings and the War 
Labor Board was given power to con- 
trol wages. 

(2) The demand of labor for so- 
called higher standards of living, parti- 
cularly in the lower brackets of wage 
earners. The cost of living had risen 
rather sharply in the 18 months pre- 
ceding the President’s stabilization 
order. The War Labor Board recognized 
this rise in prices and announced what 
universally is understood today as the 
Little Steel Formula, as a basis for per- 
mitting increased wages. 

The Little Steel Formula permits 15 
per cent increase in the level of wages 
as they existed January 1, 1941. While 
it might appear that the application of 
this rule would be a simple one, it has 
been far from that in actual practice. 
The most disturbing variation from the 
formula, so far as the Independent tele- 
phone industry is concerned, is evi- 
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denced by War Labor Board Order No. 
30 which permits all wages to be in- 
creased to a top of 40 cents per hour 
without board approval. This rule en- 
tirely disregards percentage increases. 
This order and Order 31 will be dis- 
cussed a little later in this report. 

The board has further encouraged 
still higher wages in the lower brackets 
by ordering all regional offices to estab- 
lish minimum industrial wages by areas. 
Anything below these minimums will be 
considered substandard and, while ap- 
proval of the board for increases above 
the 40 cent minimum is required, the 
information generally is given that ap- 
proval will be promptly granted for in- 
creases up to the so-called minimums. 

Already throughout the country these 
minimums are being established in 
many areas. Our information indicates 
that these minimums run from 55 cents 
to 65 cents per hour. In addition to this 
willingness on the part of the Wa 
Labor Board to have wages increased in 
the lower brackets, the insistence of all 
departments of the government that 
overtime should be used and paid for at 
the rate of time and one-half is piling 
up a tremendous operating cost on all 
industries. 

The President’s Executive Order 9301 
definitely established the 48-hour week 
in many areas of the United States dur- 
ing the past summer and, under its 
policy, will continue to designate areas 
for a 48-hour week whenever it decides 
that such an area is experiencing a 
labor shortage. This program forces 
eight-hour overtime at time-and-one- 
half on every company or employe. 
with more than seven employes. 

Your committee obtained from the 
War Labor interpretation 
that the 48-hour rule did not apply to 
employes in a telephone exchange using 


Board an 


less than eight employes, regardless of 
ownership of the exchange — that is, 
even though one company owned many 
small exchanges with a total of several 
hundred employes, each exchange hav- 
ing not more than seven employes would 
be exempt from 48-hour requirement. 


Recently the trend of the War Labor 
Board has been in the direction of 
looking at the total weekly or monthly 
pay as well as the rate of pay in 
deciding some applications for wage in- 
creases. Likewise, the board has been 
giving consideration to average pay in 
industrial areas when determining ap- 
plications for wage increases. 

In the recent case of the Motor Wheel 
Co., Lansing, Mich., where the union 
asked for a flat 15 per cent increase 
above average wages, the board—upon 
analyzing the company’s figures, held 
that, although increases in pay since 
January 1, 1941, averaged only about 
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8 per cent which, under application of 
the Little Steel Formula, would ap- 
parently permit an increase of about 
7 per cent in pay—denied the applica- 
tion for any increased pay on the 
grounds that the wages being paid by 
the Motor Wheel Co., were actually 
above the average wages in the Lans- 
ing area and that to permit any further 
increases would result in unbalancing 
the wage level in that area. 

There have been several similar de- 
cisions to this on the part of the War 
Labor Board. After wages of employes 
reach the level of average wages being 
paid in the area, the board is apparent- 
ly doing a good job in forbidding ad- 
ditional increases, provided, of course, 
that the average wage comes up to the 
standard set by the board. 

One member of our committee, J. F. 
O’Connell, has provided an excellent 
discussion of this phase of employment 
relations which might, except for its 
length, be embodied fully in this paper. 
Assuming the privilege of an editor, 
however, I shall cover only a part of 
his discussion. 

The original concept of the purpose 
of wage and salary control was that 
wages and salaries were to be “frozen” 
at September 15, 1942, levels. Upon 
close analysis, however, it became ap- 
parent that the actual goal to be 
achieved was wage and salary stabili- 
zation. 

Employers immediately were faced 
with the necessity for reviewing each 
individual wage or salary adjustment 
from the standpoint of controls estab- 
lished. The board issued a set of regu- 
lations and general orders within a 
short time after October 3, 1942, setting 
forth, among other things, types of ad- 
justments which could be made with- 
out its approval. 

In general, these were mostly types 
of individual 


promotions, reclassifications, merit rec- 


adjustments, including 
ognition, length of service recognition, 
and those resulting from operation of 
a trainee system, but two primary limi- 
tations were imposed, namely: (1) that 
the adjustment must be within estab- 
lished rate changes (those actually paid 
or those established in a wage progres- 
sion plan) and (2) that no such ad- 
justment could be used as the basis for 
revision of a price limitation or resist- 
ance of an otherwise justifiable reduc- 
tion in a price limitation. When these 
two conditions could not be met, board 
approval, and in the latter case, OPA 
approval, was required. 

Adjustments beyond these limitations 
were held to be permissible upon board 
approval if they operated to correct 
(1) maladjustments between wage lev- 
els and cost of living, (2) inequalities 
within an 


establishment or between 





establishments, or (3) substandard liy- 





ing conditions. Existence of an estab- 
lished “wage progression plan” jndi- 
cated that wages or salaries for 
employes under such a plan were stabi- 
lized. Changes in the basic wage levels, 
justifiable under one of the three latter 
reasons requiring board approval, re- 
sulted in “‘restabilizing” such wages 0) 
salaries. 

Cases arose in which approval of 
such adjustments, resulting in a new 
or revised wage progression plan, cre- 
ated inequalities, thus necessitating fur- 
ther adjustments. This condition was 
true especially where several establish- 
ments or employe groups existed withi: 
one company, as is the case in most 
telephone companies. 


Because of the tremendous increase 
in volume of work, the board decentral- 
ized its organization by the establish- 
ment of 12 regional boards, with ful 
powers, subject to the right retained 
by the national board to review on its 
own initiative any decision or ruling of 
a regional board, and to take jurisdic- 
tion over any matter if it desired, thus 
by-passing the regional board. To han- 
dle the vast number of voluntary wage 
or salary adjustments submitted fo 
approval, powers were further dele- 
gated to wage stabilization divisions of 
regional boards permitting more rapid 
handling of Form 10 applications. 


After April 8, 1943, and the issuance 
of the executive “hold-the-line” order, 
the National War Labor Board’s wage 
stabilization policy became more defi- 
nite and crystallized and was estab- 
lished more clearly by a policy direc- 
tive issued by the Economic Stabiliza- 
tion Director on May 12, 1943. The 
board itself, by issuance and revisior 
of its general orders, has attempted to 
simplify the achievement of wage sta- 
bilization. Perhaps the most significant 
of these general orders are those desig- 
nated as No. 30 and No. 31, as currently 
effective. 


General Order No. 30 makes possible 
the granting of any wage or salary 
increase which will result in a wage 
rate not in excess of 40 cents per hour, 
board approval not being required. 
Further, such increases now may be 
allowed regardless of whether or not 
they may form the basis for requesting 
price relief or resisting otherwise justi- 
fiable price reductions. The basic rea- 
son for this General Order No. 30 is 
the determination by the board that any 
hourly wage rate lower than 40 cents 


is a “substandard” wage rate. 


General Order No. 31, revised most 
recently on August 24 of this year, 
outlines in summary form the condi- 
tions under which wage or salary ad- 
justments may be made without board 
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aj proval. Requirements to be met by 
employers of 30 or less employes are 
much simpler than those for employers 


of 31 or more employes. Considering 
the requirements established for the 
latter group, this general order stresses 
the necessity for following an estab- 


lished plan which should include (1) 
classifications and (2) rates or rate 


ges for 


sach job classification. 
With a framework thus established, 

nereases may be granted within these 
ges, and employes may be promoted 


or reclassified and given increases with- 

anges for the appropriate job class- 
without board approval, ex- 
cept that the number and amount of 


ification, 


such increases within a given period of 
time are limited. An employer without 


any established plan may establish one 


thout board approval if it follows 
the specifications outlined in the gen- 
eral order. 

The primary purpose of General 


Order No. 31 is to reduce the number 
of applications for wage adjustments 
which have been presented to regional 
var labor boards for handling in their 
stabilization divisions. 





The position of telephone companies 
which, as members of a regulated in- 
dustry, must justify all their ex- 
penses to regulatory bodies, is felt to 
be different from that of companies en- 
gaged in industries where price struc- 
tures are not normally regulated. Be- 
cause of this significant difference, it 
may be well for a telephone company 
to be in 


a position where it can back 
upward wage adjust- 
with written War Labor 
approval, whether or not such approval 
Then, the in- 
resulting in the 
more definitely estab- 


up most of its 
ments soard 
s specifically required. 
creased expenses 


future can be 


shed with regulatory bodies if neces- 


still- 
leveloping phase of wage stabilization 


\ brief word here on anothe1 
s felt to be in order. This is the use 
by the national and regional boards of 
levels of “sound and tested going rates” 

an entire industry within an area 
inder consideration as a test for justi- 
fication of wage rate levels applied for. 
It is important for Inde- 
pendent telephone companies to keep in 
mind that 


shed so 


especially 


wage rates may be estab- 
that they will fit into an 
ndustry pattern” for the reason that, 
the War Labor Board, the telephone 
dustry embraces Bell as well as Inde- 
pendent companies. 

There are cases on record where 
ge rates in Bell 
e been tested against those for ad- 


System exchanges 


icent Independent company exchanges, 
and where upward adjustments in the 
Independent 


have been 


companies’ wage _ rates 


made to eliminate the al- 
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leged inequality. Independent compa- 
nies within areas, perhaps through 
their state associations, may well con- 
sider the advisability of making accu- 
rate and complete surveys of existing 
wage rate levels to be used as a guide 
in establishment of their 
Failure to do this may well re- 
sult in the War Labor Board 
forced to use Bell System wage rates 


own wage 
rates. 


being 


as comparative in the absence of any 
reliable data on Independent company 
wage rate levels. 

The 
phases of wage stabilization, as related 


many particular and detailed 
to specific wage and salary problems, 
great length if 
Suffice it to say, how- 
ever, that your committee recommends 


covered at 
time permitted. 


could be 


the following program for you to adopt 


in order to “keep in line” on this 


subject: 


(1) Make whatever wage or salary 
adjustments you feel are necessary up 
to and including 40 cents per how 
without board approval and without 
prejudice to the matter of price relief. 

(2) If you do not already have in 
operation established wage progression 
plans for groups of your employes in 
various establishments, develop such 
plans as will fit the circumstances and 
submit them for board approval. In 
following such a program, endeavor to 
set up wage rates which will result in 
comparable wage treatment for all 
groups of employes, with adequate dif- 
ferentials between wage or salary levels 
of supervisory employes and such levels 
for the employes supervised. Test wage 
levels for each group against the 15 
per cent limitation. 
Your committee wishes to treat 
briefly the subject of “price relief” re- 
strictions as they relate to wage and 
salary adjustments made or 
to be 
From the beginning, the wage and sal- 
provided that if 


the increased costs resulting from any 


proposed 


made by telephone companies. 


ary control program 
proposed wage adjustment would form 


the basis for a request to increase 


price ceilings or to resist otherwise 
justifiable reductions in such price ceil- 
ings, the adjustment would require the 
additional approval of the OPA before 
it could be made effective. Also the em- 
ployer was required to file, within 15 
days of making the application for ap 
proval of the wage or salary adjust- 
ment, a 
OPA for adjustment of the effective 
price ceiling. Failure to perform this 


latter requirement resulted in a deter- 


separate application to the 


mination that the employer was waiv- 

ing his right to seek price relief. 
Obviously, telephone companies, as 

part of an industry whose “price struc- 


tures” or schedules of rates for service 


were, and have been for many years, 
established by duly authorized regu- 
latory bodies, cannot seek approval 


from the Office of Price Administration 
for amendment of such rate schedules. 
It has been held that the OPA has no 
legal authority over public utility rates. 
Further, public utilities do not and can- 
not make frequent minor changes in 
rates to compensate for small increases 


in expenses. 


Yet this requirement for a “yes” or 
“no” answer to the question was not 
relaxed, and where telephone companies 
did not waive this right to make in- 
creased costs the basis for a revision 
in rates at some unknown future date, 
long delays in approval of wage and 
salary adjustments were encountered. 
delays often 
employment 


These aggravated acute 


relations problems, espe- 


cially in critical war industry areas. 
Recently, however, this restriction has 
been relaxed by amended General Order 
No. 30 


not a 


providing that price relief is 


consideration in wage adjust- 
ments resulting in an hourly wage rate 


not in excess of 40 cents. 


One telephone company, to the com 
mittee’s knowledge, has succeeded in 
establishing with the War Labor Board 
a clear understanding as to the posi- 
tion of a telephone utility company with 
respect to this matter of price relief. 
This 
from saying in its applications to the 
that it 


creased costs 


company consistently refrained 


board would not use the in- 
resulting as a basis for 
an increase in its price ceiling. A de- 
tailed 
position was presented with each ap- 


explanation of the company’s 


plication to the board. The company 
subsequently was requested to make an 
unqualified “‘yes” or “no” answer to 
the question and replied at length set 
ting forth reasons why it felt it could 


not do so. 


Briefly, the company’s position was 
this: That its charges for service were 
body and 


authorized by a regulatory 


that any changes in_ such service 


charges could be made only upon ap- 
proval of that body, and further, that 
in full exercise of its responsibilities, 
the company could not relinquish its 
right to make the 


costs the basis for a request for highe) 


resultant increased 
rates if such a request should become 
necessary. 

The War 
legal division recognized the company’s 
position and stated that, for purposes 


Regional Labor Board’s 


of handling applications for approval 


of wage or salary adjustments, the 
Regional Board’s Wage Stabilization 
Division would interpret the answe! 


as being in the negative, while still 
recognizing the company’s inability to 
relinquish its rights with respect to the 
resultant increased costs. This position 
subsequently was confirmed by a staff 


(Please turn to page 82) 
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MONTHLY RE- 
The as- 


DATA FROM 


BASIC 
PORT OF TOLL BUSINESS: 

® sociated Bell telephone companies 
are presenting to Independent telephone 


companies new toll traffic agreement 
forms designed to carry into effect the 
commitments made by the American 
Telephone & Telegraph Co. with the 
Federal Communications Commission 
in connection with the negotiated 
settlement of the Long Lines toll rate 
case, FCC Docket No. 6468. These new 
traffic agreements contain 
schedules of compensation incorporat- 
ing therein certain principles and 
practices as contended for by the In- 
dependent telephone companies through 
the Toll Compensation Committee of 


revised 


the United States Independent Tele- 
phone Association. 
These new schedules and _ their 


manner of application are similar in 
principle to those generally in effect 
heretofore in that the connecting com- 
pany is to be compensated for originat- 
ing the business, and billing and collect- 
ing the toll charges therefor by means 
of one schedule called Schedule A, 
whereas it is paid for ticketing, timing, 
and handling of the message by means 
of a separate schedule called Schedule 
B. These schedules 
pensation units” 


consist of ‘‘com- 
expressed as amounts 
related to the 
revenue per message for all 
messages included in the settlement. 


per message and are 
average 


On messages where the Independent 
company performs only originating, 
billing, and collecting functions, the 
therefor is determined 
by application of the Schedule A com- 
pensation units, but on 


compensation 


interchange 


messages which are handled to com- 
pletion, the connecting company re- 
ceives additionally the compensation 


determined by the application of the 
Schedule B compensation units to that 
volume of traffic. 

Since there is a division of the costs 
covered by Schedule A on the received- 
collect and on the sent-collect traffic, it 
has generally been considered that the 
Independent company is entitled to 
one-half of the applicable compensation 
unit for each such message. Full costs 
are incurred by the Independent com- 
pany on all sent-paid messages, and 
since it has been considered that one- 
half of the costs covered by Schedule 
A are incurred on each of the two 
classes of collect traffic, Schedule A 
may be expressed as applying to the 
sent-paid plus one-half the sum of the 
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Monthly Report 
Of Toll Business 


NUMBER OF MESSAGES: 





APPLYING TOLL COMPENSATION SCHEDULES 


Sent- Received- Sent- and 





manner of 


application of the new 
schedules, there has been selected the 
actual report of business for the month 


1943, 
associated 


of January, interchanged with 
one of the Bell telephone 
companies by an Independent telephone 
company, to which there has been ap- 
plied (for purposes of illustration) the 
schedules being offered by one of the 
associated Bell companies. The physical 
facts are these: 

The company’s system 
consists of a toll center which is the 
county seat and which delivers a part 
of its traffic to Bell System lines direct 
at point of (direct 


connecting 


delivery 
traffic) but maintains a group of cir- 
cuits jointly-owned with the associated 


origin 


Bell telephone company over which is 
routed the traffic (proratable) to and 
from a nearby Bell company-owned toll 
center. The connecting company owns 
or is responsible for six tributaries, all 
of which are prorate points reaching 
Bell System lines through and at the 
toll center. The basic data obtainable 
from the monthly toll settlement state- 


ment and supporting records follows: 


Derived Settlement Data 


Sent-Paid 
Plus %~ Sum 


Sent-Paid of Sent- Sent-Paid 


pom ‘ Col. and and 
1 Toll Center Paid Collect Collect Rec’d-Col. Rec’d-Col. Sent-Col. 
2 Direct Delivery .. 8,105 1,047 1,047 9,152 9,152 9,152 
3 Proratable 5,526 303 547 5,829 5,951 6,073 
4 Total 13,631 1,350 1,594 14,981 15,103 15,225 
5 Tributaries 
ee 8 126 109 168 227 
7 **R” 19 35 23 239 247 
Ss * 13 72 330 362 394 
> 12 31 154 163 173 
ioe |=“ 12 66 252 279 306 
: =" 50 131 573 614 654 
12 Total 1,535 114 466 1,649 1,825 2,001 
13 Total 15,166 1,464 2,060 16,630 16,928 17,226 
14 Proratable Only 7,061 417 1,013 7,478 7,776 8,074 
Gross MESSAGE TOLLS: 
15 Total—All ex- 
changes $9,052.35 $1,789.95 $1,258.90 $19,842.30 $10,311.25 
16 Proratable only 1,999.75 186.05 395.40 2,185.80 2,395.15 


*Gross tolls under this columnar heading not required to be computed. 


sent-collect and received-collect number 
of messages. 

The new schedules 
fact that from a_ station-to-station 
standpoint the unit cost of rendering 
the toll greater for the 
relatively small exchange than for the 
large exchange. Accordingly, Schedule 
A is now divided into two separate 
parts, the application of which will be 
described in later 
section. 


recognize the 


service is 


more detail in a 


For purposes of demonstrating the 


From the foregoing, it will be noted 
that we are required to have available 
data from which to determine the sent- 
paid and received-collect number of 
messages and gross tolls, the sent-paid 
plus one-half the sum of the sent-col- 
lect and number of 
messages, and the number of sent-paid 
and sent-collect messages, together with 


received-collect 


their corresponding revenues, on which 
the connecting company performs the 
toll operating. It should be noted also 
that message data only, and not the 
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revenue attendant thereto, are required 
to be shown by exchanges. 


Attention is called to the fact that 
in connection with the direct delivery 
traffic of the toll center exchange there 
appears an unusual coincidence, namely 
that the number of sent-collect 
exactly equals the number of 
received-collect messages although the 
revenue therefrom is quite different. 
This results in there being 9,152 sent- 
paid and received-collect messages, also 
the sent-paid plus one-half the sum of 
the sent-collect and _ received-collect 
messages equals 9,152, and at the same 
time, there are 9,152 
sent-collect messages. 


mes- 


sages 


and 
Reference, how- 
ever, to the total for the exchange, or 
the total for the group, shows that this 
peculiar coincidence did not prevail for 
the total delivery since at Line 13 in 
the table there are shown to be 16.630 
sent-paid 


sent-paid 


and received-collect mes- 
sages; the sent-paid plus one-half the 
the sent-collect and received- 
messages totals 16,928, while 
there were 17,226 sent-paid and sent- 
collect 


sum of 
collect 


messages. 


ll. Compensation to the Exchange 


1. Originating, Billing, and Collect- 
ting. There are contained in the newly- 
offered toll traffic agreements two 
Schedules A, one identified as Schedule 
A-1 and the other as Schedule A-2. 
Schedule A-1 is the higher of these two 
schedules and is applied to the first 500 
messages delivered by each exchange 
covered by the monthly toll settlement 
statement. Schedule A-2 is applied to 
the aggregate of all messages in excess 
of 500 from each exchange, if any, for 
all exchanges included in the settlement. 
One average revenue per message for all 
business contained in the settlement is 
computed by dividing the gross revenue 
from the sent-paid and received-collect 
messages by the total number of such 
messages, after which the compensation 
unit from Schedule A-1, corresponding 
to that average, is applied to the first 
500 messages (sent-paid plus one-half 
the sum of the sent-collect and received- 
collect number of each 
exchange, and the compensation unit 
from Schedule A-2, corresponding to 
that same average, is applied to the 
aggregate of the excess, if any, over 
500 messages from each exchange. 


messages) at 


(a) DATA FOR SCHEDULES A-1 AND 
A-2 COMPENSATION. It is proper to com- 
bine the proratable and non-proratable 
traffic when applying Schedules A-1 
and A-2. Accordingly, in the following 
computations deriving the average 
revenue per message by which to select 
the appropriate compensation 
both proratable and 
traffie is considered: 
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units, 
non-proratable 


Compensation 
Unit Per 
Message 
~ Average ————— 
Revenue Sched 
Per Msg 


$0.652 


Sent-Paid and 
Received-Collect 





Number of 
Messages 
16,630 


Gross 
Tolls 
$10,842.30 


Sched 
A-1 A-2 
$0.214 $0.189 


Note in the foregoing that the aver- 
age revenue per message for use in 
selecting the appropriate compensation 
units is determined from a considera- 
tion of the total sent-paid and received- 
collect number of messages and the 
gross tolls applicable thereto for all ex- 
changes included in the settlement. 


Sent-Paid and Sent-Collect 
Number of 
Messages 


17,226 


Gross 


Tolls 


(b) BLock DISTRIBUTION OF MEs- 
SAGES. The next step is to make a block 
distribution of the messages of each ex- 
change to show whether the monthly 
total for the exchange is less than 500 
than 500 
the basic data, in this instance, being 
the sent-paid plus one-half the sum of 
the sent-collect and _ received-collect 
number of messages. The following are 
the results: 


messages or more messages, 


Sent-Paid Plus One 
Sum of Sent-Collect 
Received-Collect 


Half 
and 


500 or Over 500 


less 


Total 
Delivery Messages 


Toll 


Tributaries: 


Center 15,103 500 14,603 


f 168 168 
ew 239 239 
- 362 362 

} 163 


Total 


(c) DETERMINATION OF SCHEDULES 
A-1 AND A-2 PAYMENTS. The Schedule 
A-1 payment is determined by multiply- 
ing the Schedule A-1 
unit by the total of all messages of 
those exchanges which had 
500 messages during the 


compensation 


less than 
month plus 
500 messages of each exchange that had 
more than 500 during the 
month, and the Schedule A-2 payment 
is found by multiplying the Schedule 
A-2 unit by the total of the excess over 
500 messages of each exchange having 
such excess. The computations are as 
follows: 


messages 


Sched- Total 

ule A Sched- 

Number Compen- ule A 
of sation Compen- 

Messages Unit sation 
Schedule A-1 2,211 $0.214 $ 473.15 
Schedule A-2 14,717 0.189 2,781.51 
Total 


16,928 $3,254.66 





War Bonds 


Buy 











Average 
Revenue 
Per Msg. 


$10,311.25 $0.599 


B. Operating Payment. 
ing, or 


The operat- 
so-called Schedule B, payment 
is determined from a consideration of 
and applied to the sent-paid and sent- 
collect traffic on which the toll operating 
is performed by the Independent con- 
necting company. Schedule B has been 
increased to recognize that part of the 
added costs which have occurred in the 
operation of the toll business since the 
effective date of the last negotiated re- 
vision in schedules (June 1, 1942). 
Following are the computations for the 
particular block of traffic under con- 
sideration: 


Schedule B 
Compensation 
Unit 
$0.133 


Total 
Schedule B 
Compensation 
$2,291.06 


lll. Derivation of Net Proratable Tolls 

The payment of a higher rate of com- 
the first 500 
delivered by each exchange introduces 
two complications with respect to the 


pensation on messages 


determination of the average message 
prorate constant, as follows: 


(1) Whereas heretofore it has been 
necessary to be concerned only with 
proratable and non-proratable traffic, it 
is now necessary when determining the 
amount of terminal compensation to be 
deducted for the purpose of arriving at 
the net line-haul revenue of the con- 
necting company to give consideration 
to the question of whether or not such 
proratable revenue is from exchanges 
delivering less than 500 messages per 
month or whether that delivery exceeds 
500 messages per month. 

(2) The amount of terminal compen- 
sation properly applicable to and deduc- 
tible from the connecting company’s in- 
ward business cannot be determined 
readily since this business is coming 
into the system of the connecting com- 
pany from various exchanges and 
nothing is known about the total num- 
ber of messages originated and han- 
dled by each of those exchanges. 


We now may proceed to analyze how 
it is being proposed to solve these 
difficulties. 
“Out- 
prorate study is 

determine’ the 
weighted average value of the line-haul 
contributed by the connecting company, 
and since those lines have value only 
as traffic is handled them, the 
study must not be influenced by the 
volume or character of traffic which in 
involves Accord- 
prorate 


A. Connecting 
Traffic. The 
made in order to 


Com pa ny’s 


ward” 


over 


no way those lines. 


ingly, the message average 
constant developed by the prorate study 
should be determined by a consideration 
only of the proratable traffic. 

A sent-collect message from the sys- 
tem of the connecting company results 
in a received-collect message in the sys- 
tem of the Bell company. Likewise, a 
sent-collect message from the system of 
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the Bell company results in a received- 
collect message in the system of the 
connecting company. 

Accordingly, in making a _ prorate 
study, if terminal compensation to the 
connecting company is based on a con- 
sideration of its sent-paid and received- 
collect traffic and at the same time 
terminal compensation to the Bell com- 
pany is determined from a considera- 
tion of its sent-paid and received-collect 
traffic, then all terminal compensation 
due either company has been accounted 
for and the remaining revenue repre- 
This accounts for the 
fact that in preparing prorate studies 
it is customary to work with the sent- 
paid and received-collect traffic of both 
companies. 


sents line-haul. 


DETERMINATION OF 
A-2, AND 

UNITs. 
the premise that in the preparation of 
a prorate study we shall work with pro- 
ratable traffic only, the next step is the 
determination of the Schedules A-1 and 
A-2, and Schedule B compensation 
units. This is accomplished by dividing 
the tolls derived from 
the sent-paid and received-collect pro- 


(a) 
A-l AND 
PENSATION 


SCHEDULES 
SCHEDULE B Com- 
Having established 


gross message 
ratable messages by the number of such 
messages and selecting the appropriate 
units corresponding to 
that average revenue per message. The 
results of this operation 


compensation 


are set out 
below, and followed by a detailed ex- 
planation: 


Sent-Paid and Received-Collect 


N umber of 
Messages 
7,478 


Average 
Gross Revenue 
Tolls 
$2,185.80 
BLocK DISTRIBUTION 
NECTING COMPANY’S GROSS ORIGINAT- 
ING PRORATABLE MESSAGES. For the 
purpose of computing the Schedule A-1 
and Schedule A-2 amounts to be de- 
ducted from the connecting company’s 
outward gross proratable tolls in order 
to arrive at the net proratable tolls, it 
is proposed to multiply the Schedule 
A-1 unit by the total number of pro- 
ratable messages for exchanges having 
500 or less such messages plus 500 mes- 
sages for each exchange having more 
than 500 such messages, except that 
when an exchange has both proratable 
and non-proratable messages the num- 
ber of proratable messages to which 
Schedule A-1 applies will be determined 
by multiplying the number of prora- 
table messages by the ratio of the 
Schedule A-1 messages to the total 
number of Schedules A-1 and A-2 mes- 
sages of that exchange. 


$0.292 


(b) OF CON- 


Here again, it is necessary to make 
a block distribution of the connecting 
company’s gross originating proratable 
messages in order to determine how 
many of those messages would be com- 


40 


Per Msg. 





SH-H-H-H 
Don't Repeat Rumors 











pensable at the Schedule A-1 rate and 
how many at the Schedule A-2 rate: 
Sent-Paid and Received- 
‘ollect 
Total 
Delivery 
5,829 


500 or 


less 


194 


Over 500 

Messages 

Toll Center 5,635 
Tributaries 

i 109 

B 231 

t 330 

) 154 

y 252 


573 5 73 


109 
231 
330 
154 


5.708 


Total 


A78 


In the foregoing tabulation, which 
includes the most frequently encoun- 
tered type of prorate situation, as well 
as the exception noted, it will be seen 
that of the 5,829 proratable messages 
from the toll center exchange only 194 
are included in the tabulation of mes- 
the Schedule A-1 unit 
apply. In explanation of this, 
reference should again be made to the 
tabulation of the 


sages to which 


would 
wherein 


basic data 


Sent-Paid and Received-Collect 

Average 
tevenue 

Per Msg. 
$0.313 


Number of 
Messages 
8,126 


Gross 
Tolls 
$2,546.30 


Compensation Per Unit 
Schedule 
A-2 
$0.1438 


Schedule 
A-1l 
$0.164 


Schedule 


$0.087 


it will be that in the block of 
traffic being studied, the total delivery 
of sent-paid and received-collect prorat- 
able traffic of the toll center exchange 
amounts to 14,981 messages, of which 
500 would be classed as Schedule A-1 
messages. 

The ratio of these 500 Schedule A-1 
messages to the total delivery of 14,981 
messages is 3.33 per cent, and when 
this ratio is applied to the number of 
proratable messages (3.33 per cent by 
5,829), it develops that 194 out of the 
total of 5,829 such proratable messages 
are to be considered as a part of the 
first 500 messages to which the Sched- 
ule A-1 compensation unit 
applied. 


seen 


should be 


(c) BALANCE OF CONNECTING 
PANY’S NET ORIGINATING 


Com- 
PRORATABLE 


Total Gross Proratable Tolls......... 


Less Compensation Payments for 
Schedule A-1 
Schedule A-2 
Schedule B 


Bell Company’s Net Originating 


7,626 @ 
8,126 @ 


Proratable 


ToLus. Having selected the appropriate 
compensation units and having deter- 
mined the number of messages to which 
each such unit applies, it is a simple 
matter of arithmetic to derive the bal- 
ance of the connecting company’s iiet 
originating proratable tolls: 


watable 1 


B. Bell Company’s Gross Originat- 
ing Proratable Traffic. 
(a) DETERMINATION 
A-1 AND A-2, 
PENSATION UNITS. 


OF 
SCHEDULE 


SCHEDULES 
B Com- 
The Bell company’s 


AND 


sent-paid and received-collect prorat- 


able number of messages and gross 
tolls, which, after all, is the connecting 
company’s inward proratable traffic, is 
determined from point-to-point records 
furnished by the Bell company for the 
With this data as 


a basis, the following computations are 


period under study. 


made: 


Compensation Per Unit 


Schedule Schedule 
A-2 B 
$0.147 $0.091 


Schedule 
A-l 
$0.168 


(b) BALANCE OF BELL COMPANY’S 
NET ORIGINATING PRORATABLE TOLLS. In 
order to determine the compensation to 
be deducted from what has been shown 
to be the inward traffic to the connect- 
ing company so as to arrive at the in- 
ward proratable tolls, it is proposed 
simply to consider that only one block 
of 500 messages will take the Schedule 
A-1 unit regardless of the total number 
of messages included in the inward 
traffic or irrespective of the number of 
exchanges in the Bell System from 
which that traffic is derived. 

This manner of treating the situation 
appears to be necessary from a practi- 
cal standpoint; and, further, it is favor- 
able to the connecting company, since 
less compensation is deducted from the 
inward traffic before prorating the net 
tolls than is strictly applicable or which 
would be the case if the characteristics 
of all the Bell System exchanges from 
which this inward traffic is coming 
were known, and the respective amounts 
of Schedules A-1 and A-2 were de- 
ducted. The following are the compu- 
tations necessary to be made in accord- 
ance with the proposed mechanics: 


2546.30 


ee ee |) st 


> Messages: 


500 @ $0.168 §$ 
0.147 


0.091 


84.00 
1,121.02 
739.47 1,944.49 


oak cerns bene $ 601.81 
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Computation of Prorate Allow- 
ance Per Message. Following are the 
computations deriving the connecting 
company’s portion of the net outward 
and inward proratable tolls and the re- 
duction of that portion to a fixed num- 
ber of cents per outward (sent-paid and 
received-collect) proratable message: 


Connecting Company’s Net 
Tolls to Prorate 

Bell Company’s Net Tolls 
to Prorate 


$ 428.69 


601.81 


Total Net Tolls to 
Prorate 

Connecting Company’s Por- 
tion @ 26.9% 

Amount Per Sent-Paid and 
Received-Collect Prorat- 
able Message ($277.20 
divided by 7,478 mes- 


$1,030.50 
$ 277.20 


$ 0.0371 


Attention is directed to the line 
reading “Connecting Company’s Por- 
tion at 26.9 per cent.” This is the 
weighted average line mileage de- 
termined to have been furnished by 
the connecting company after having 
credited the connecting company and 
the associated Bell company with two 
miles for every mile (air-line) of their 
toll lines used on such Long Lines 
messages as were included in the pro- 
rate study detail. 

In other words, if a connecting com- 
pany has been furnishing 20 miles of 
circuit, the associated company 10 
miles and the American T. & T. Co. 
70 miles on a Long Lines message with 
an overall line haul of 100 miles, the 
connecting company has been credited 
heretofore with one-fifth, or 20 per 
cent, of the proratable revenue de- 
rived from messages over that route. 
Hereafter, the connecting company will 
be credited with 40 miles and the as- 
sociated company with 20 miles, while 
the American company mileage will re- 
main the same as before, 70 miles, and 
the total haul will be considered to be 
130 miles, and the connecting company 
will be credited with 40 miles of the 
total of 130 miles, or 30.8 per cent, 
of the proratable revenues from such 
business. 


IV Variations in Settlement Practices 
The practices illustrated in the fore- 
going sections of this demonstration, 
while they are specifically those fol- 
lowed by a _ selected associated Bell 
telephone company, are also those gen- 
erally followed by most of the associ- 
ated telephone companies. There are, 
however, certain variations employed 
by some Bell companies, none of which 
are of major significance in their effect 
on settlements for interchanged toll 
messages. It is most often found that 
conditions peculiar to individual Bell 
companies and related directly to vary- 
ing characteristics of the business in- 
terchanged are responsible for these 
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variations. It is proposed to discuss 
some of these variations herein follow- 
ing. 

A. Basic Message Data. It is now gen- 
eral practice among the Bell companies 
to use the sent-paid and received-col- 
lect messages and tolls in determining 
the average revenue per message for 
purposes of applying Schedules A-1 
and A-2 and to use the sum of the 
sent-paid plus one-half the sum of the 
sent-collect and received-collect num- 
ber of messages as the factor by which 
to multiply the Schedules A-1 and A-2 
compensation units so derived. For 
purposes of determining Schedule B 
compensation, the average revenue per 
message is usually determined from a 
consideration of the sent-paid and sent- 
collect messages on which the toll op- 
erating is performed by the connecting 
company and the related gross tolls. 

However, at least one Bell company 
(Southern Bell Telephone & Telegraph 
Co.) follows a variation in this prac- 
tice in that, for purposes of determin- 
ing Schedule B compensation, the av- 
erage revenue per message for use in 
selecting the compensation unit is de- 
termined from a consideration of the 
sent-paid messages to points on which 
the toll operating is performed by the 
connecting company and the received- 
collect messages from these same 
points. 

In other words, the average revenue 
per message for use in determining the 
Schedule B compensation unit is de- 
rived from a consideration of the sent- 
paid and received-collect traffic, but 
the applicable unit so found is multi- 
plied by the sent-paid and sent-collect 
number of messages over those routes 
on which the connecting company per- 
forms the toll operating. This basis 
employed by the Southern Bell Tele- 
phone & Telegraph Co. obviates the 
necessity of securing the amount of 
revenue on the sent-collect messages. 

B. Data for Determination of Prorate 
Constant. Another general practice fol- 
lowed by most of the Bell companies 
in making the prorate study is to de- 
termine, from detailed point-to-point 
records, the actual number of prorata- 
ble messages and gross tolls outward 
from each of the connecting company’s 
exchanges to all called points, and also 
the actual number of proratable mes- 
sages and gross tolls inward to the 
connecting company’s points from all 
calling points including interstate as 
well as intrastate messages. 

This method represents the most 
complete and accurate assembling of 
data for purposes of apportioning gross 
tolls between the companies in pro- 
portion to varying amounts of toll cir- 
cuit mileage owned. It is recognized, 
however, that while a determination of 
the connecting company’s outward pro- 


ratable business does not present much 
difficulty there is often a great deal 
more work, and associated expense, in- 
cident to a determination of the in- 
ward proratable business to the con- 
necting company. 

For this reason, some of the Bell 
companies follow a practice of credit- 
ing the connecting company with the 
same amount of earning on each in- 
ward tallied message as was deter- 
mined to be applicable for each out- 
ward proratable message using com- 
plete study detail on the outward pro- 
ratable business. The total of the con- 
necting company’s outward and inward 
net proratable tolls when divided by 
the connecting company’s outward pro- 
ratable messages gives the message 
average prorate constant to be used in 
future settlements. 

Another variation in prorate pro- 
cedure followed by some of the Bell 
companies is in connection with the in- 
ward Long Lines business. Where data 
with respect thereto is not readily 
available, the inward Long Lines busi- 
ness is assumed to be the same as the 
outward business to the same point or 
points. 

The net effect of these so-called 
“‘short-cuts” in determining the prorate 
constant is believed to be negligible. 

Vv. Conclusions 

The Pacific Telephone & Telegraph 
Co. and its wholly-owned subsidiary, 
the Southern California Telephone Co., 
heretofore have followed a practice of 
crediting their connecting companies 
with a flat percentage of the revenues 
derived from business originated. I am 
pleased to be able to announce at this 
time that the Pacific Telephone & 
Telegraph Co. has recently offered to 
its connecting companies the so-called 
sliding scale, or ‘“‘cents-per-message,”’ 
basis of making settlements, and I 
understand that this has been favor- 
ably received by the connecting com- 
panies on the Pacific Coast. 

The adoption of this sliding-scale 
basis on the Pacific Coast was the out- 
growth of cooperative efforts between 
representatives of the Pacific Tele- 
phone and Telegraph Co. and a com- 
mittee composed of representatives of 
the Washington, Oregon, and Cali- 
fornia state telephone associations. 

My report to you would not be com- 
plete without mention of the coopera- 
tive spirit in which representatives of 
the American Telephone & Telegraph 
Co. and of the associated Bell tele- 
phone companies have approached this 
entire probiem. Recommendations 
made by the Toll Compensation Com- 
mittee of the United States Indepen- 
dent Telephone Association received 
the fullest consideration, and a number 
of its major recommendations were 
accepted in their entirety. 
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fF 1907, when 
Station Wagons && 
Were Truly 
“HORSELESS 
CARRIAGES” 











The Pope- Waverley Electric 
Station Wagon 





No automobile stable is complete without It 
this luxuriously appointed carriage. Price, 
with standard equipment, $2,250. 


is “‘ always ready’’ day or night, 
summer or winter; is absolutely 1 
idorless and clean. Itis 

It embodies every requirement of comfort, vehicle made. 
convenience, style, safety and dispatch. ’ne ride in a Pope- Waverley Electric will 

Never in the history of the automobile =i -—~ a an ae See 

book. e have agents in all the princi 

industry has the electric type been so pop- ities, any one of whom will be glad to sh¢ 
ular as now. j e manifold advantages and « 

There are good, substantial reasons why ‘ 1¢ Pope-Waverley 
it i ) popular. 


biseless, 


the easiest riding 


over other types of 
ars as well as horse drawn carriages. 
We make Runabouts, Stanhopes, Surreys, Coupe Top and Open Chelsea 


ians’ Road, Station, Delivery Wagon ind Trucks to Specifications. 


Pope Motor Car Company, 


Waverley Department, INDIANAPOLIS, IND. 
New York, 1733 Broadway Boston, 223 Columbus Av 
Washington, 819 I4th St.. N. W 


“BE SURE THE NAME POPE IS ON YOUR AUTOMOBILE.” 





Never accept substitutes; insist on getting what you ask for. 


So 


LEICH manufacturers of lelephones, switchboards 


and related apparatus since 1907 
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Veteran Leich telephones which are still giving faithful service—or which are 
being re-enlisted for duration duty—testify eloquently to the quality of Leich 
construction. No“ catchword” advertising or “high pressure” selling could match 
the year-in, year-out performance of these enduring instruments. Leich pledges 
that the confidence that telephone men have in Leich-built equipment will continue 


to be justified in 1967 —the same that it is in 1943—the same as it was in 1907. 











HELPING OURSELVES BY ADVERTISING 


[EpITor’s NoTE: Immediately preced- 
ing Mr. Roberts’ address at the national 
convention, R. A. Phillips, Chairman of 
the USITA Advertising Committee, re- 
ported that President 
Porter had appointed the committee to 
study ways and means of establishing 
a centralized agency through which 
could be cleared newspaper mats and 
other advertising material for the ben- 
fit of all Independent operating com- 
panies. Mr. Phillips reported that the 
committee has held meetings and is 


Association 


negotiating with several organizations 
through which such material might be 
disseminated, and that the committee 
should be in a position to formulate 
definite plans at an early date. In lieu 
of a detailed committee report, Mr. 
Phillips asked Mr. Roberts, who has 
been working with the Advertising 
Committee, to address the convention 
on the need for advertising in the Inde- 
pendent industry. ]} 


hope to interest you in the proposi- 

tion of your committee, namely, that 
of better telling the world the where- 
what-and-why of the Independent tele- 
phone industry. 


[ THE short time allotted to me, I 


As a novitiate, comparatively, in the 
telephone business, but as one a little 
more seasoned in the field of advertis- 
ing, publicity and public relations gen- 
erally, your protagonist of the moment 
frequently—yes, all too frequently—has 
heard this remark: “Independent tele- 
phone company? I didn’t know there 
was such a thing; I thought all tele- 
phone companies were run by Bell!” 

This quite common belief—and it is 
held by more than you think—poses but 
one question, and that is: what is 
wrong with the Independent telephone 
industry’s advertising? Only a cursory 
inquiry provides the answer. Such in- 
quiry discloses that, in many cases, 
there just has not been any advertising, 
and where there has been advertising 
it has been done on a too-little and too- 
late basis. In some cases advertising 
has been done haphazardly and has not 
been planned intelligently. 

With your permission, and I feel con- 
fident it is with the approval of your 
committee, we will start with the 
premise which the topic emphasizes, 
namely, that it does pay to advertise. 
Time does not permit a recital of sta- 
tistics or a review of the overwhelm- 
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By Leon F. ROBERTS 
Commercial Manager 
Jamestown (N. Y.) Telephone Corp. 





ing evidence piled up on all sides of us 
that advertising pays. 

Many years ago Roi Cooper Megrue 
and Walter Hackett produced for 
Broadway a successful-run play called, 
“It Pays To Advertise.” Some of you 
will remember it. The play was farce 
comedy, but its lines were packed with 
pertinent paragraphs and a plethora 
of pungent matter, illustrative of its 
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thesis. The action revolved about the 
efforts of one Ambrose Peale, a high- 
powered publicity agent typical of the 
times, to convince an embryonic soap 
manufacturer that it neither pays to 
hide your talent nor your product under 
a bushel. During the dialogue Peale 
suggests the slogan, “The Thirteen 
Soap—Unlucky for Dirt.” But Martin 
(that is the name of the other char- 
acter) is skeptical. 

“So,” says Peale, “you don’t believe 
in advertising? I guess you do. If I 
say ‘His Master’s Voice,’ that advertises 
a phonograph. You’re on to what soap 
‘It Floats’ refers to. There’s a Reason, 
Quaker Oats, Grape Nuts, Peruna, 
Spearmint gum, Uneeda Biscuit, Chil- 
dren Cry for It, Sapolio, Pierce Arrow, 
the 57 Varieties, Coca Cola, the Watch 
that Made the Dollar Famous—I sup- 
pose you don’t know what any of them 


mean?” 


MARTIN—Why I know what they all 
mean. 


PEALE—You bet you do. What kind 
of garters do you wear? 

MARTIN—Why, let me _ see, Paris 
garters. 

PEALE—Exactly. What do you know 
about ’em? Nothing. Are they any 
better than any other garter? You do: 
know—I don’t know—but all my life, 
every magazine I’ve ever looked into 
has had a man’s leg with a certain kind 
of garter on it—Paris—so when I go to 
a store to buy a pair of garters I just 
naturally say Paris. So do you. What 
do you know about Mennen’s talcum 
powder? Nothing, but their advertising 
has so impressed your imagination that 
you mechanically order Mennen’s. 





a+ 


Martin by this time is a little im- 
pressed. But Peale has not finished. He 
whirls. “What kind of eggs do you eat?” 

“Why,” Martin replies, “hen’s eggs, 
of course.” 

PEALE—“Why the ‘of course’? Ever 
eat a duck’s egg? No? Know anything 
against a duck? No. When a duck lays 
an egg she’s a damn fool and keeps 
quiet about it, but when a hen lays an 
egg—it’s cluck-cluck all over the place. 
She’s advertising. So you eat hen’s 
eggs!” 

Perhaps Ambrose Peale exaggerated, 
but his words contained more truth 
than poetry, more reason than rhyme. 
Many of the products he mentioned 
still survive, others have been added— 
Arrow Shirts, Don’t Write—Telegraph, 
Say it With Flowers, The Woman 
Never Forgets the Man Who Remem- 
bers, Iron Fireman, and The Kid in 
Lower 7. And so on down the list. 

But wait a minute, you say, this is 
all well and good. These people sell mer- 
chandise, not telephone service, and 
they have competition. A _ telephone 
company is a little different proposition. 
Yes, it is, much different. And all the 
more reason why it should advertise, 
why it should use this most potent of 
all weapons—the power of suggestion 
and the psychology of print. 

Any business monopoly owes even 
greater responsibilities to the public 
than does a business which has com- 
petition, and it is axiomatic that a well- 
informed public is the best protection 
a utility company can have against un- 
fair criticism. Therefore, it is essential 
to spend a substantial amount of money 
each year for advertising purposes—not 
to sell more telephones, but to keep the 
public informed as to what you are do- 
ing and why you are doing it. In this 
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TELEX . . ESPECIALLY PREPARED FOR RESURFACING ALL TELEPHONE EQUIPMENT and BUILDINGS 


PAINTS -VARNISHES - LACQUERS - ENAMELS 


We would like to express our thanks to the many telephone men with whom 
we visited during the recent United States Independent Telephone Association 
convention for their interest in the line of TELEX Paints, Varnishes, Lacquers 
and Enamels. We are sorry that time did not permit us to discuss fully the 
painting problems confronting many telephone companies under present 
conditions. 

However. our distributors now have color cards and complete information 
concerning the TELEX line of finishing materials, which were designed to 
improve and simplify the maintenance of telephone exchange property and 
equipment. There is a TELEX paint, varnish, lacquer or enamel for every 
telephone requirement, thus eliminating the necessity of seeking various sources 
of supply for the correct finishing materials. Let your supplier’s salesmen help 


you with your painting problems. He is prepared to assist you. 


And now, before winter sets in, is an excellent time to protect your buildings. 
inside and out, and your tools and equipment with the proper element-resisting 


finishes. 


Distributed by 


AUTOMATIC ELECTRIC SALES CORPORATION 
KELLOGG SWITCHBOARD AND SUPPLY COMPANY 
LEICH SALES CORPORATION 
STROMBERG-CARLSON COMPANY 


PERFECT PAINT SALES 
7747-57 SOUTH STATE STREET CHICAGO, ILLINOIS 








TELEX . . ESPECIALLY PREPARED FOR RESURFACING ALL TELEPHONE EQUIPMENT and BUILDINGS 
OCTOBER 23, 1943 
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manner you take your subscribers into 
your confidence. 

Our telephone business, as a non- 
competitive and directly-regulated in- 
dustry, is more affected by and de- 
pendent upon public attitude than 
nearly any other business in the world. 
The public will not long permit the 
rendering of any service it dislikes, nor 
will it sanction charges for that service 
which it thinks permits inefficient opera- 
tion. To a greater extent than nearly 
any other business, we operate our tele- 
phone business in the present manner 
because of public permission, generated 
by public favor. 

Several Independent telephone com- 
panies have been and are doing an effec- 
tive job of advertising. However, the 
majority of companies have not done 
so, and certainly the advertising and 
publicity of the industry, as such, has 
left much to be desired. 


Under the title, “Millions Invested 
and Little or No Advertising,” Verne 
B. Clark, of Pekin, Ill., in an article 
published in TELEPHONY of April 17, 


that not 
has been done by the Independent com- 
telling the 


declared enough advertising 
public about their 
business and how rates are established 
to permit a profitable operation. 


panies 


Pointing out that the Independents 
operate property worth 
$700,000,000, that they 12,000 
communities, and that they maintain 
approximately 5,000,000, or one-fifth, of 
all the nation’s telephones, Mr. Clark 
made this timely and lucid observation: 


more than 


serve 


“Not only does the public have little 
or no knowledge of our highly technical 
business (there is no other one that is 
similar), but there is actually much 
mis-information that has resulted from 
(1) early traditions, (2) comparison of 
our business with retail and others on 
a mass production basis, (3) prejudice 
generated by politicians. 

“We cannot emphasize too strongly 
the fact that the American people are 
honest and want to be fair if we only 
take them into our confidence and tell 
them the truth. Therefore, as an indus- 
try, is it not reasonable that we list our 
problems one by one, find out as much 
as possible about these problems and 
how they could be solved, and then take 
the people into our confidence?” 

Some companies, I am told—because 
they are very comfortably ensconced, are 
making money, and have about all the 
subscribers they require for a profitable 
cperation—say to themselves, or to the 
ad taker: “Why should we advertise?” 

It is argued by others that the Bell 
much advertising the In- 
dependents don’t need to. Well, there is 
no doubt that the Independent industry 
has benefited by Bell advertising, but 
not always. Witness the “Don’t-Use- 
Long-Distance” campaign of a year 
ago, or thereabouts. That was benefi- 
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cence in reverse, and I don’t need to 
tell you what a scramble there was to 
get that copy changed and changed 
quickly. That is only an instance, but 
certainly it does not require an oracle 


to see that the Independents have 
problems of their own which require 
individual treatment. 

The telephone is today’s Paul Re- 
vere, and it is important that the pub- 
lic be informed why it is necessary to 

today’s telephone facilities 
modern Paul Reveres at the 
expense of the non-essential users. 
The fact that us now have 
nothing to sell does not mean that we 
budgets. 


conserve 
for the 


most of 


can curtail our advertising 
This is wartime, and the public is sus- 
irritations than in 


ceptible to more 


normal times. 
service, 


Delays in communication 


occasioned by wartime usages, and re- 
fusals of telephone service where such 
refusals are made necessary by lack 
of facilities, and/or WPB’s restrictive 
Order U-2, can be softened and made 
way is paved 
intelligently- 
In my opin- 


more palatable if the 
with 
written advertising copy. 
ion, it is more important for telephone 


informative and 


companies to advertise in these times 
normal times when all is 

clear-sailing, and the 
submitted to 


than it is in 
comparatively 
public’s nerves are not 
the strains of modern warfare and:all 
its irritating complications. 

However, the views I am summariz- 
ing here are expressed with the thought 
that some day this war is going to end, 
that today’s applicants for telephone 
service are tomorrow’s prospective cus- 
tomers, and that the time may arrive 
when we will need them than 
they now need us. 


more 


Perhaps some of you shy away from 
the criticism that the big corporations 
—and all telephone companies are big 
corporations to some people—are us- 
ing their excess profits on institutional 
and good-will advertising instead of 
paying it to the government in income 
taxes. I see eyebrows tilting 
heavenward at that one, but don’t 
laugh, because I am informed that 
some telephone companies do actually 
operate at a profit. How much of it is 
excess your speaker would not dare to 
hazard a guess. But, seriously, that 
criticism does exist. 





some 


It is argued that these corporations 
have nothing to sell, but they continue 
to keep their names in the public eye 
and ears lest they be forgotten. The 
cost of this advertising is reckoned as 
a business expense, deductible from 
income. 

It has remained for one of Mr. Ickes’ 
“calumnists” to point out that most of 
the companies are not using their ad- 
vertising to exhort patronage; rather 





they are imploring people not to pa- 
tronize them. The railroads, for in- 
stance, says this columnist, “put it up 
to you as a patriotic matter to keep 
off their trains, unless your tri; is 
absolutely necessary, or your name is 
Mrs. Roosevelt.”” The telephone com- 
panies, especially the Bell, are keeping 
step with the railroads and, as yet, I 
know of no restrictions on the tele- 
phone conversations of the First Lady. 

“Even a bureaucrat 
should recognize good-will 
which these have estab- 
lished by advertising and performance 
over the years is a living thing which 
must be kept alive. It is a possession 


Washington 
that the 
companies 


of great value and if you don’t let them 
maintain their publicity for the dura- 
tion, you are asking them to kill them- 
selvies off.’’ 

Let us not forget, too, that our free 
press, the best and the most independ- 
ent in the legitimate 


world, lives by 


advertising revenue. All of us have a 
stake in keeping that press free, inde- 
And I might add, 
parenthetically, if you ever have a rate 


pendent and alive. 


case it does no harm to have the home 
town newspaper adopt the good neigh- 
bor policy. 

If you read the “Report on the Vol- 
untary 
Communications Industry,” adopted by 
the task committee of the industry and 
released by the Office of War Utilities, 
you noted that it, in effect, began with 
an apology for the Independent indus- 
try. It read, “In this report the figures 
used relate to the Bell telephone com- 
panies because such figures are avail- 
able. Figures relating to the balance 
of the industry, which includes several 
thousand companies, are not available 
and cannot be obtained without an un- 
due amount of effort and delay.” 


Conservation Program of the 


I don’t know how that struck you, 
but I know how it hit me. ‘‘Why,” I 
asked myself, “shouldn’t the Independ- 
ent telephone industry have at all times 
at its very finger tips, and made avail- 
able through a central clearing agency, 
facts, figures and statistics which would 
give added prestige in its field and lend 
dignity to its stature?” And today I 
think the repeating. 
Why not? 

The report, with whose preparation 
assistance was given by E. C. Blomeyer, 
Harold V. Bozell and John R. Porter, 
dealt, among other things, with activi- 
ties relating to the conservation and 
most effective use by the public of the 
communications facilities and services 
available, and stated that the total 
annual cost to the Bell System of these 
activities is nearly $24,000,000. 

Half of this—and this is the point I 
wish to emphasize—half of this amount, 

(Please 


question bears 


turn to page 93) 
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Save materials—save manpower—and "keep ‘em talk- 





ing." This is the wartime program of the telephone industry! 
Careful, painstaking maintenance will help you do all three. 
You cannot afford to discard worn-out or damaged items 
as you might in normal times; but you can keep your plant 
in top operating condition with modern repair methods 
and efficient maintenance tools. 


On these pages, we show some specific products which 
we specially recommend for wartime maintenance. Put 
them to use, and you'll find they will help you extend the 
life of your plant through the war and beyond. 


Ask our field representative for suggestions, too. He is 





in daily contact with problems similar to yours, and often 
has new and helpful ideas to offer, as well as information 
on newly developed maintenance products. His first job 
today is to help you meet wartime conditions. He'll be 
glad to work with you. 


The Army-Navy "E" Pennant, 
with two stars for continued 
achievement in production, flies 
over the plant of Automatic 
Electric Company. f 


PAUTOMATIC ~ ELECTRIC 





ELOPERS OF STROWGER STEP-BY-STEP MACHINE SWITCHING AUT 


MAKERS OF TELEPHONE, SIGNALING AND COMMUNICATION APPARATUS 
ELECTRICAL ENGINEERS, DESIGNERS AND CONSULTANTS 





Distributors in U. S. and Possessions: 
AUTOMATIC ELECTRIC SALES CORPORATION, Chicago 7, U. S. A. 
Export Distributors: INTERNATIONAL AUTOMATIC ELECTRIC CORPORATION 





IMPORTANCE OF STATE ASSOCIATIONS 


By G. B. FOSCUE 
Chairman, USITA Associations 
Coordinating Committee 


HE SUBJECT assigned me as 
chairman of the Associations Co- 
ordinating Committee is entitled 
“The Importance of State Associa- 
tions.” The importance of state associa- 
tions to the industry has for the last 
few years become more and more 
recognized by officers and directors of 
the United States Independent Tele- 
phone Association. After the election of 
John Porter as president of the USITA 
last October, he discussed with the 
board of directors the question of ap- 
pointing a standing committee of the 
association to be assigned the duty of 
endeavoring to bring about a close 
spirit of cooperation between the na- 
tional association and state associations. 
The appointment of such a committee 
was authorized by the board late last 
year and since the instructions at the 
time of its appointment were general, 
this committee has had to chart its own 
course and during the 10 months of its 
existence has covered quite a variety of 
activities. Some of the different ways 
in which the committee thought it 
might make itself useful were found 
effective while some not. Those 
that were believed to be of most help 
towards better coordinating the work 
of the various associations have been 
pursued rather energetically while 
other ideas found not to be of general 
interest to all concerned have fallen by 
the wayside. 


were 


It is not the purpose of this report 
to attempt to detail to any great extent 
the activities of the committee during 
the past year but there are some par- 
ticular activities which it is felt should 
be enumerated in order 
bership may 


that the mem- 
have a_ better 
understanding as to the work that this 
committee has 
carry on. 


perhaps 


been endeavoring to 
The following activities are 


listed for that purpose: 


(1) Some associations were uncertain 
as to whether or not they should sched- 
ule conventions under the current con- 
ditions and consequently were interested 
in knowing what other associations 
were planning to do with regard to 
conventions. In order that as far as 
possible no two conventions would be 
held in conflict with each other as to 
dates and so that each association 
would have advance notice of the sched- 
uling of other association conventions, 
a program was set up some months ago 
under which, on the first of each month, 
each association is sent a revised state- 
ment entitled “Scheduled and Non- 
Scheduled Meetings” for the succeeding 
12 months. The committee has received 
many favorable comments on _ this 
undertaking. 
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(2) The committee has built up con- 
siderable data concerning the acquain- 
tance among important Independent 
telephone people with members of the 
congressional committees that usually 
deal with matters relating to the tele- 
phone industry. 

(3) The committee, in connection with 
a number of conventions held this year, 
has been of assistance in securing im- 
portant speakers to deliver addresses. 


G. B. FOSCUE 


(4) The Tax Committee asked this 
committee to suggest the names of one 
or two important Independent telephone 
men in each state that the Tax Com- 
mittee could, when the occasion re- 
quired, call upon for assistance by way 
of contacting legislators etc. in their 
respective states. This list was supplied. 
From the names suggested the presi- 
dent appointed the committee known as 
the sub-committee to the Tax Com- 
mittee. 

(5) Early in 
munication Division 
duction Board asked the national as- 
sociation for some information as to 
the best way by which the small In- 
dependent companies, particularly the 
so-called mutual and farm groups, 
could be advised as to rules and regu- 
lations issued. In order to obtain this 
information a letter was sent to all 
secretaries asking for their suggestions, 
all of whom replied promptly and from 
whom many helpful suggestions were 
received. This activity resulted in the 
addition to the association’s mailing 
list of many so-called small’ rural and 
farm group companies that had not 
theretofore been receiving data from 
the national association concerning 
activities in Washington. 


the year the Com- 


of the War Pro- 


(6) The committee asked for and re 
ceived promptly, information from eac! 
association as to the number of thei 
members as of January 1 of this yea 
and as of July 1 and for suggestions as 
to how the national association might 
be of further assistance to each of then 
in increasing their membership list. 

(7) The committee compiled and filed 
data with the national association’s 
office in Washington concerning th« 
dues charged and the various classes of 
membership set up by the by-laws of 
each of the 31 associations. 

(8) Each association has been ad 
vised that an amendment to Section 
Article 4, of the by-laws of the nationa 
association would be proposed at this 
convention, under which amendment, if 
adopted, companies with annual gross 
operating revenue of less than $25,000, 
instead of $50,000 as the by-laws now 
read, would, under certain conditions, 
be enrolled as members of the national 
association. 


There are 31 active state associations 
and in these 31 states there are about 
6,300 Independent telephone companies, 
exclusive of mutuals, farm line groups 
etc., operating about 4,750,000 stations. 
There are about 490 Independent com- 
panies operating about 150,000 stations 
in the 17 states in which there are no 
associations. 

Fifteen state associations employ 
regular full-time secretaries while the 
remaining 16 associations operate with- 
out a paid full-time secretary. Prac- 
tically every association is extremely 
active regardless of whether or not 
they have a paid secretary and it is 
the conviction of this committee that all 
of these 31 will 
to increase their 
to year. 


continue 
activities from year 


associations 


The value of the services to the in- 
dustry that an association renders to its 
members is not measured by whether 
or not they have a full-time secretary 
employed. It has been the privilege of 
this committee to watch interest 
the activities of all state associations 
during the past year and we have ob- 
served that 
tions that have been handicapped by 
the lack of funds due to the fact that 
there are comparatively few large In- 
dependent their state, 
have been extremely active and helpful 
to their membership through the is- 
suing of well-prepared bulletins and in 
many other ways. 


with 


some of the state associa- 


companies in 


The effectiveness of all state associa- 
tions necessarily and to a large extent 
depends on the willingness of the 


(Please turn to page 84 
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On this spot may stand a transmission tower—a gun emplacement or 
new factory. It is the preliminary step to events of the future. It is 
symbolic of the state in which many of your suppliers find themselves 
at this time; going over the top on war production but with an eye 
cocked on the future. 

Most of the men and machines of the three Hubbard factories have gone 
into vital war production, but the plumb bob is swinging, settling down 
to mark a spot for future development. New designs of Pole Line Hard 
ware are coming. New equipment is being readied to test new principles. 


Big things are “in the making.” Watch for them, and in the meantime; 


“Keep that essential Telephone traffic flowing on Hubbard Hardware.” 


HUBBARD*» COMPANY 


PITTSBURGH .. . OAKLAND CALIFORNIA .. . CHICAGO 








ation of the United States Independ- 

ent Telephone Association was ap- 
pointed on August 18 of this year, the 
immediate occasion for its appointment 
being the issuance, a short time previ- 
ously, of a tentative draft of a report 
by the Committee on Depreciation of 
the National Association of Railroad 
and Utilities Commissioners. 


The USITA previously had a Special 
Committee on Depreciation, appointed 
in 1940, for the purpose of cooperating 
with the NARUC committee, at the re- 
quest of that committee, in its study of 
the depreciation problem. The work of 
the special committee resulted in the 
issuance on March 1, 1941 of a state- 
ment by USITA setting forth the views 
of the association with respect to de- 
preciation as affecting Independent 
telephone companies. A copy of this 
statement was sent to the NARUC 
Committeee on Depreciation. Since the 
USITA special committee had com- 
pleted its work of preparing the state- 
ment and since there was no way of 
knowing when the NARUC committee 
would issue its report, such issuance 
having been postponed from year to 
year, the special committee disbanded. 

The tentative draft of the report of 
the NARUC Committee on Depreciation 
was circulated during July of this year 
and was discussed in New York with 
that committee on August 11. It was 
subsequently revised in certain respects 
and was issued on or about August 30, 
and submitted to the NARUC at its 
convention in Chicago on September 
15. It was received by that body and 
ordered printed and distributed to the 
various member commissions for their 
consideration. 


Tati present Committee on Depreci- 


The depreciation report is a volumi- 
nous document consisting of 277 pages 
of text and appendices, including a 
number of charts and tables. The more 
important conclusions and recommen- 
dations are contained in a summary in 
the front of the report. We have felt 
it might be useful at this time to pre- 
sent these 43 conclusions and recom- 
mendations under the same _ sub-divi- 
sions in which they appear in the sum- 
mary, and to present our comments 
thereon, based upon a_ necessarily 
limited study of the report in the short 
time available since its publication. 


A. The first 14 items of the summary 
refer to: 


NATURE OF DEPRECIATION 


(1) The modern view of depreciation 
emphasizes the concept that the pur- 
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DEVELOPMENTS IN DEPRECIATION 


By T. A. BOYD, Chairman, 
USITA Depreciation Committee 





chase of capital goods is in essence a 
purchase of future services. 


(2) The significance of the deprecia- 
tion phenomenon may be described as 
follows: 


(a) Depreciation is the expiration 
or consumption, in whole or in part, 
of the service life, capacity, or utility 
of property resulting from the action 
of one or more of the forces operat- 
ing to bring about the retirement of 
such property from service; 


(b) The forces so operating in- 
clude wear and tear, decay, action of 
the elements, inadequacy, obsoles- 
cence, and public requirements: 


(c) Depreciation results in a cost 
of service. 


(3) Depletion is the using up of 
wasting assets—natural resources, such 
as timber, oil, natural gas, etc. Thus it 
is closely related to depreciation taken 
on a unit of production basis. 


(4) Amortization, as applied to fixed 
assets, is the process of writing off the 
cost of intangibles, such as patents, 
copyrights, leaseholds, ete., over a 
period of time. Such assets frequently 
have a contractual or legal life over 
which the cost should be spread. 


(5) Depreciation accounting is the 
process of charging the book cost of 
depreciable property to operations over 
its life. 


(6) The physical, functional, and ac- 
counting processes defined in the four 
preceding paragraphs are often re- 
ferred to collectively, for convenience, 
as depreciation. 


(7) In the past, several methods have 
been employed to account for the con- 
sumption of the service or economic life 
of plant assets, including the retire- 
ment, replacement, appraisal, arbitrary 
writedown, retirement reserve, and de- 
preciation methods. Only the deprecia- 
tion method survives in general use. 


(8) There are two interrelated as- 
pects of depreciation; annual expense 
and accrued depreciation. Annual ex- 
pense is shown in the income state- 
ment; accrued depreciation is recorded 
in the depreciation reserve, a balance 
sheet account. 


(9) Depreciation is the using up of 
the economic or service life of an asset 
regardless of the specific factor which 
ultimately may cause the asset to be re- 
tired. It is the exhaustion of service 
life, not the particular cause of retire- 
ment, that is important. 


(10) Depreciation should not be con- 
fused with efficiency. A machine may 
be highly efficient when near the end 
of its service life and when it is almost 
fully depreciated in fact. 


(11) While the progress of deprecia- 
tion may be retarded by proper main- 
tenance, the view that maintenance pre- 






vents depreciation is unsound. Regard- 
less of the degree of maintenance, eco- 
nomic life cannot be prolonged indefi- 
nitely. 


(12) The depreciation reserve meas- 
ures that part of the cost of plant still 
in service which has been written off, 
usually as an operating expense. If 
the depreciation reserve has been prop- 
erly determined, it measures the ac- 
crued depreciation. The depreciation 
reserve should preferably be shown on 
the asset side of the balance sheet as a 
deduction from depreciable plant. 


(13) The depreciation reserve is an 
account contra to the plant account. It 
is not a fund. Depreciation accounting 
normally results in the retention in the 
business of assets which otherwise 
might be distributed as dividends. Ordi- 
narily these assets are not earmarked 
and, with minor exceptions, there is no 
reason why they should be. 


(14) The financing of replacement is 
not the purpose of depreciation account- 
ing. Its purpose is to record as a cost 
of operations, the pro tanto cost of 
property consumed therein, thus main- 
taining the integrity of the investment 
whether or not replacement occurs. 
Where depreciation is computed on a 
base higher than the actual cost of 
properties, accretions to capital result; 
where the depreciation base is lower 
than the actual investment, capital im- 
pairment follows. 


Most of the above items consist of 
definitions and explanations of the na- 
ture of depreciation. There are as many 
different definitions of depreciation as 
there are authorities on the subject who 
have attempted to define it. For our 
purposes, it would seem that no prac- 
tical purpose is served by an academic 
discussion of definitions. 


As to the substance of the above para- 
graphs, one or two comments appear to 
be in order. 

In paragraph 6, the statement is 
made that the physical, functional and 
accounting processes defined in para- 
graphs 2 to 5, inclusive, are often re- 
ferred to collectively, for convenience, 
as “depreciation.” However true it may 
be that the word “depreciation” is thus 
loosely used, it is essential to an under- 
standing of the problems involved to 
keep in mind at all times the distinction 
between physical and functional depre- 
ciation, and depreciation accounting. 
Physical depreciation is a fact and so 
is functional depreciation. The property 
is worn out or becomes obsolete or in- 
adequate. The service life of property 
is used up. These are facts. Deprecia- 
tion accounting is merely a conven- 
tional method of amortizing the book 
cost of depreciable property by charges 
to operations over its life. Provisions 
for amortization of intangibles fre- 
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que itly represent the conservatism of 
ma!agement and do not represent nec- 
essurily an admission of decrease in 
value of intangibles. 


Depreciation accounting cannot be 
made to reflect on the books the cost in 
dollars of physical or functional depre- 
ciation as it occurs from year to year 
during the life of the property for the 
simple reason that the extent of such 
depreciation is not known nor is it 
ascertainable for any period less than 
the total life of the property and the 
total life is known only after the prop- 
erty has been retired from service. 
Therefore, depreciation accounting is 
based purely on estimates. It is neces- 
sary to estimate the total service life, 
which involves not only physical wear 
and tear and decay, but also the effects 
of obsolescence and inadequacy. It is 
necessary to estimate the amount of 
salvage and the removal costs so that 
the net salvage or the negative salvage 
may be deducted from, or added to, 
the book cost of the property, as the 
case may be, in order to arrive at the 
total estimated amount to be spread 
over the life of the property. 

These estimates, of course, should 
be made with the greatest of care, 
taking into consideration the past his- 
tory of the property, together with 
the management’s best judgment as to 
future conditions which may affect the 
problem. However, it should be re- 
membered that in most cases such 
estimates are made many years in ad- 
vance of the retirement of the prop- 
erty and are subject to changes from 
time to time as further experience in- 
dicates the necessity for their revision. 
After arriving at the estimated amount 
to be amortized over the estimated 
service life of the property, it is neces- 
sary to adopt the soundest possible 
method of allocating the total amount 
by years over the estimated service 
life. Since allocations cannot be meas- 
ured by the actual physical or func- 
tional depreciation which occurs in 
each year, it becomes necessary to 
resort to arbitrary methods, and in 
considering such methods the factors 
of reasonableness, practicability, sim- 
plicity and conservatism are involved. 


In view of all of the above uncer- 
tainties, it should be obvious that, at 
best, depreciation accounting can be 
only a more or less rough estimate and 
that at no particular time during the 
service life of the property does the 
book depreciation reserve bear any re- 
lationship to the actual physical or 
functional accrued depreciation. 


In item 12 of the summary, it is 
stated that if the depreciation reserve 
has been properly determined, it meas- 
ures the accrued depreciation. It is 
further stated that the depreciation re- 
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serve preferably should be shown on 
the asset side of the balance sheet as 
a deduction from depreciable plant. 
As has been indicated previously, an- 
nual book provisions for depreciation 
and the book depreciation reserve are 
estimates, based on certain premises. 


Therefore, the depreciation reserve 
may be properly determined according 
to conventional or generally accepted 
practices but still it could not possibly 
measure the existing or accrued depre- 
ciation in the property except by pure 
accident. Furthermore, any provision 
for negative salvage included in the 
reserve would have no relation what- 
ever to the depreciable plant account. 

For these reasons it would appear 
to be undesirable to show the deprecia- 
tion reserve as a deduction from de- 
preciable plant on the balance sheet. 
It could be argued that possibly no 
great harm would be done in follow- 
ing this practice if proper explanations 
and descriptions were made in the bal- 
ance sheet; but it seems to us that this 
treatment implies a degree of exact- 
ness in the book depreciation reserve 
which does not exist and it leads to 
misinterpretation by many readers of 
the balance sheet. Therefore, it would 
seem to be preferable to continue to 
show the reserve on the liability side 
of the balance sheet. 

It should be made clear that the 
amount of plant shown on the balance 
sheet less the depreciation reserve can- 
not be construed to be an indication 
of value for any purpose whatsoever. 


B. Items 15 and 16 of the summary 
refer to: 


DEPRECIABLE AND NON-DEPRECIABLE 
PROPERTY 

(15) In practice a distinction is made 
between depreciable and non-depreci- 
able assets. Non-depreciable property 
is, in fact, only that property which 
has unlimited life in service. Mere lon- 
gevity, or the difficulty of predicting 
service life should not prevent provision 
for depreciation according to the best 
information available. 

(16) Overheads — including interest 
during construction—and indirect costs, 
to the extent associated with depre- 
ciable plant, represent depreciable costs. 
Such overhead and indirect costs should 
be assigned to units of property so that 
the full costs of the property units can 
be spread over their respective service 
lives. 


The above statements appear to us to 
be in conformity with good accounting 
practice. It is believed that these prac- 


tices are generally being. followed by 
Independent telephone companies. 


C. Items 17 to 19 of the summary 
refer to: 
BASIS OF COMPUTING DEPRECIATION 
(17) Depreciation should not be based 
upon fair value or replacement cost. In 
this respect the doctrine followed in 
United Railways & Electric Co. v. West 





(280 U. S. 234, 253, 1930) misconstrues 
the economic nature of depreciation and 
would be administratively impossible of 
reasonably accurate application. 


(18) Depreciation expense should be 
based upon the cost of depreciable as- 
sets. The actual cost to a utility of 
properties acquired as operating units 
or systems may differ from their origi- 
nal cost. Under most current systems 
of accounts for utilities, it has been es- 
tablished that depreciation shall be 
based on original cost. 


(19) Any difference between the cost 
and original cost less depreciation is 
recorded in the acquisition adjustment 
account. Since the proper disposition 
of amounts in this account must depend 
on the circumstances which gave rise 
to them, no specific rules for their ac- 
counting treatment are recommended. 


From an accounting standpoint it is 
sound practice to base the provision for 
depreciation on book value rather than 
on fair value or replacement cost. This 
allows the company to recover its cost 
over the life of the property so that 
its capital remains intact. But as far 
as rate-making is concerned, the state- 
ment that depreciation should not be 
based on fair value is not in accordance 
with the weight of opinion in court de- 
cisions up to the present time. 


What the trend of court decisions 
may be in the future remains to be seen 
but it would appear to be only logical 
that whatever value for depreciable 
property is determined for rate pur- 
poses should be the basis for computing 
depreciation expense in the fixing of 
rates. 

It will be noted that, while, in para- 
graph 18 above it is stated that depre- 
ciation expense should be based on cost, 
the further statement is made that 
under most current systems of accounts 
for utilities it has been established that 
depreciation shall be based on original 
cost. No recommended treatment is 
given for that portion of the company’s 
cost of property over and above so- 
called original cost. The report, on 
page 59, points out that the Uniform 
System of Accounts for electric, gas, 
water and telephone companies pro- 
vides that amounts recorded in plant 
acquisition adjustment accounts “shall 
be depreciated, amortized or otherwise 
disposed of as the commission may ap- 
prove or direct.” 


The report goes on to say that “Thus 
it is recognized that amounts included 
in the adjustment account may be sub- 
ject to depreciation or amortization 
charges.” The treatment of amounts in 
the plant acquisition adjustment ac- 
counts would have been more consistent 
with the depreciation principles set 
forth in the report if the more positive 
statement had been made that any 
amounts included in the acquisition ad- 
justments accounts representing cost 
to the company of depreciable property 
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should be subject to the same treatment 
as to depreciation or amortization as 
are the corresponding amounts in the 
regular depreciable plant accounts. Ac- 
counting for cost of depreciable prop- 
erty included in the acquisition adjust- 
ment accounts should be based on the 
facts surrounding such costs rather 
than on the discretion of the commis- 
sion. 


As far as telephone companies are 
concerned, the treatment of depreciable 
property included in Account 100.4, 
“Telephone Plant Acquisition Adjust- 
ment,” was clarified to some extent by 
the opinion of the United States Su- 
preme Court in American Telephone & 
Telegraph Co. v. U. S. (299 U. S. 232, 
244 (1936)). The following is taken 
from that decision: 


“(b) The companies object that by 
the provisions as to ‘original cost’ they 
are prevented ‘from recovering depre- 
ciation expense, which they actually in- 
cur, on their actual investment’ and are 
required ‘to base depreciation charges 
on the cost to a prior owner.’ 


“This objection, like the one last con- 
sidered, has its origin in the belief that 
what is recorded in ‘telephone plant ac- 
quisition adjustment’ must inevitably 
be written off, and is not subject to the 
treatment appropriate to genuine as- 
sets. 


“Here again the construction of the 
regulation by the commission itself is 
enough to dispel the fear that in their 
practical operation they will become in- 
struments of hardship. Without dwell- 
ing on the testimony, we content our- 
selves with a quotation from the state- 
ment filed by counsel at the conclusion 
of the argument. The commission there 
informs us that ‘when amounts included 
in account 100.4 are deemed, after a 
fair consideration of all the circum- 
stances, to be definitely attributable to 
a telephone plant, provision 
will be made for amortization of such 
amounts through operating expenses, 
through the medium of either account 
613 (which covers the amortization of 
intangible property) or account 675 
(which includes all operating expenses 
not properly chargeable to other ac- 
counts).’ 


“Obviously account 675 was inserted 
as a catch-all to cover previous omis- 
sions. We do not need to inquire 
whether under an ideal system of ac- 
counting the amounts to be amortized 
wouid be chargeable to an account en- 
titled in some other way. It is enough 
that by the ruling of the commission 
they will find a lodgement here, with 
an appropriate entry betokening their 
meaning.” 


Subsequent to the Supreme Court de- 
cision, the Federal Communications 
Commission made provision in the Uni- 
form System of Accounts for a new 
account designated as Account 614, 
“Amortization of Telephone Plant Ac- 
quisition Adjustment,” which account 
is to be charged or credited with such 
amounts as may be authorized by the 
Commission to be included in operating 
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expenses under a plan to amortize 
amounts in Account 100.4. 


D. Items 20 to 28 of the summary 
refer to: 


DEPRECIATION METHODS 


(20) Several methods have been 
used to compute public utility depre- 
ciation, but only three are generally 
recognized or accepted today. These are 
the straight-line, compound-interest 
(“modified sinking-fund”), and sinking- 
fund methods. 

(21) The straight-line method is in 
very general use and is in the ascend- 
ancy in the public utility field. 


(22) The straight-line method is 
simpler than, and is not as seriously 
affected by errors in estimates of serv- 
ice lives as the interest methods. 

(23) At all times prior to the end 
of the service life of a plant unit, 
the straight-line method results in a 
higher depreciation reserve than do 
the interest methods. In the case of 
long-lived plant and where a high in- 
terest rate is used under the interest 
methods, the difference between a re- 
serve computed by the straight-line 
method and one computed according 
to the interest methods will be sub- 
stantial. Conversely, the reserve com- 
puted according to the interest meth- 
ods will approach the straight-line re- 
serve as the interest rate approaches 
zero. 

(24) The straight-line method re- 
sults in higher charges to consumers 
for depreciation and return (assuming 
the same rate of return) when prop- 
erty is young, and lower charges when 
property is old, than does either of 
the interest methods. It can be argued 
that under the “present-worth” theory 
the real cost to consumers in the long 
run will be the same, regardless of the 
depreciation method, provided no extra 
profit accrued to the utility because of 
a differential between the sinking-fund 
interest rate and the rate of return. 
The total dollar charges to customers 
in the long run, however, will be 
greater under the sinking-fund or com- 
pound-interest methods than under the 
straight-line method. 

(25) The compound-interest method 
which is also called the present-worth 
method, and the sinking-fund method, 
which is a modification of the former, 
yield the same results in the aggregate, 
where the depreciation reserve require- 
ment is deducted under the compound- 
interest method and where the inter- 
est rates under both methods are the 
same as the rate of return. 


(26) The straight-line method is 
generally recommended for public util- 
ity accounting and financial purposes 
and also for the computation of both 
depreciation expense and accrued de- 
preciation for purposes of rate-making. 

(27) Depreciation rates may be ap- 
plied to individual units of depreciable 
property or to groups of units. The 
group plan has many advantages and 
should be used wherever property can 
be grouped rationally. 

(28) The determination of depreci- 
ation rates according to any reasonable 
procedure involves the use of judg- 
ment in the application of methods. 
Statistical data drawn from property 
experience and applied with judgment 
based on knowledge of the property 
should be given much greater weight 





than general judgments based prin- 
cipally on observation of the property. 


As indicated above, the straight-line 
method of computing depreciation jis 
recommended. This method has been 
used widely for many years by In- 
dependent telephone companies for ac- 
counting and financial purposes. As 
compared with the sinking-fund and 
compound-interest methods it has the 
advantage of simplicity in that it does 
not involve the calculation of interest. 
It is also more conservative from a 
financial standpoint in that the reserve 
builds up more rapidly in the early 
years than it does under the interest 
methods. 


The group plan of accounting for 
depreciation is used by many Inde- 
pendent telephone companies although 
there are also a large number which 
use an over-all composite rate applied 
to total depreciable plant. It appears 
certain that all companies will be re- 
quired to compute depreciation by 
classes of plant. This involves con- 
siderably more detail work in the keep- 
ing of records. A much higher degree 
of accuracy in estimating service lives 
is also necessary if red balances in 
some reserves and over-accruals in 
others are to be avoided. If such ac- 
curacy can be obtained, then from an 
accounting and financial standpoint, 
the group plan has much to recom- 
mend it. On the other hand, there are 
many operators of telephone proper- 
ties who believe that it is not practic- 
able to maintain the reserves by 
classes of plant, but that an over-all 
reserve is preferable so that errors 
in estimating will compensate for each 
other. For those companies which 
have not followed the group plan in 
the past, one of the greatest difficulties 
in changing to that plan would be to 
break down the existing reserve bal- 
ance by classes of plant. 


E. Items 29 to 31 of the summary 
refer to: 


CURRENT CHARGES AND ADJUSTMENTS 
OF RESERVES 


(29) Current charges for depre- 
ciation expense should be based upon 
the best possible estimate of the amount 
properly applicable to the period cov- 
ered by an income statement, without 
modification for excessive or deficient 
charges in the past. 

(30) The depreciation reserve should 
not be readjusted gradually through 
modification of the annual depreciation 
rates when the difference between the 
book reserve and the proper reserve is 
substantial. When the difference is not 
substantial it is satisfactory to spread 
the remaining net cost of the properties 
over their remaining lives. 

(31) In principle any necessary cor- 
rection of depreciation reserves should 
be made through surplus or a special 
section of the income account. How- 
ever, the adjustment of inadequate de- 
preciation reserves, while sound in 
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theory, presents many practical diffi- 
culties. Where such deficiencies are seri- 
ous, it is desirable to make every effort 
to adjust them, although it is recog- 
nized that the application of a uniform 
rule without regard to what is equit- 
able and feasible under the circum- 
stances of individual cases might cause 
injury to security-holders out of pro- 
portion to the long-range benefits. 
Therefore, it is concluded that the ob- 
jective of correcting inadequate re- 
serves should be approached with ap- 
propriate consideration of the practical 
effects of alternative courses of action. 


Generally speaking, the problem of 
adjustment of depreciation reserves is 
not as serious in the case of Independ- 
ent telephone companies which have 
been on a depreciation reserve basis 
for years, as it is for gas, electric and 
water utilities, in which industries the 
retirement reserve method has been in 
use generally in the past with resulting 
low reserve balances. However, in the 
case of individual companies in the In- 
dependent telephone industry which for 
one reason or another may have inade- 
quate reserves, the problem may of 
course be a very serious one. 

Depreciation provisions are estimates 
and are necessarily subject to correc- 
tion from time to time. Consequently 
any revision should be made on the 
basis of amortizing the undepreciated 
balance of plant over its remaining life. 
Furtherfore if a company has provided 
in good faith, for depreciation on some 
basis other than straight-line it should 
be allowed, if a change to straight-line 
depreciation is required, to amortize 
the remaining net book balance of plant 
over the remaining life of such plant. 
The language of the report appears to 
be broad enough to cover almost any 
situation. How the language will be 
interpreted by regulatory bodies in the 
future, of course, remains to be seen. 


F. Items 32 to 34 of the summary 
refer to: 


DEPRECIATION IN INCOME TAXATION 


(32) Because of certain special prob- 
lems and provisions of the federal in- 
come tax laws and regulations, abso- 
lute consistency between the treatment 
of public utility depreciation for tax, 
corporate, and regulatory purposes may 
not now be feasible, but such consistency 
should be sought to the greatest prac- 
ticable extent. 


(33) Inconsistencies between the 
treatment of public utility depreciation 
for income tax, corporate, and regula- 
tory purposes have sometimes been un- 
justifiably great and often have been 
inadequately disclosed with attendant 
effects upon the tax liabilities of stock- 
holders. Analysis of substantial differ- 
ences in the treatment of depreciation 
for these respective purposes is neces- 
sary, both for the protection of the in- 
vestor and for fully effective regulation. 


(34) Since the depreciation reserve 
builds up more rapidly under the 
straight-line method than it does under 
the interest methods, the use of the 
straight-line method tends to reduce the 
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investors’ risks and therefore to lower 
the cost of capital. 


Further details with respect to the 
policies and procedures of the Bureau 
of Internal Revenue on public utility 
depreciation for federal income tax 
purposes are set forth in Chapter VIII 
of the report. It is to be hoped that the 
bureau and the regulatory bodies will 
be able to bring about consistency be- 
tween the treatment of depreciation for 
tax purposes and for corporate pur- 
poses and to do so in a way that will 
be equitable for all concerned. If this 
were accomplished, the taxpayer cor- 
porations would save thousands of 
dollars now spent in hiring tax experts. 

G. Items 35 and 36 of the 
refer to: 


summary 


DEPRECIATION AND THE INVESTOR 

(35) Failure to make adequate pro- 
vision for depreciation results in the 
impairment of capital, unless an appro- 
priate retention of surplus is made. De- 
preciation policies and practices should, 
therefore, be taken into account in the 
consideration of questions of public 
utility finance. 

(36) Although the immediate interests 
of equity—and debt-holders may some- 
times conflict, and although the short- 
run and long-run interests of investors 
as a class may sometimes differ, ade- 
quate provision for depreciation is es- 
sential to the protection of the interest 
of investors, taken as a whole and from 
a long-range point of view. 


Chapter IX of the report deals more 
fully with depreciation from the stand- 
point of the investor and cites illustra- 
tions to show the harmful effects of in- 
adequate depreciation on financial 
structures. 


H. Items 37 to 
refer to: 


42 of the summary 


DEPRECIATION IN RATE MAKING 


(37) The same factors which cause 
annual depreciation expense also cause 
accrued depreciation. Accordingly, the 
same principles should be applied in de- 
termining annual depreciation expense 
and in determining accrued deprecia- 
tion. 


(38) So-called observed depreciation 
is not accrued or existing depreciation. 
Depreciation is not visually observable; 
only the physical effects of some of the 
forces which operate to cause retire- 
ment can be observed. 

(39) A properly computed deprecia- 
tion reserve is the best measure of ac- 
crued or existing depreciation, since 
such reserve refiects that part of the 
cost of the property in service which 
relates to the exhausted or expired eco- 
nomic or service life. 


(40) In fixing public utility rates, 
adequate depreciation expense should be 
allowed according to the service life 
basis and, in principle, the reserve re- 
quirement determined on the same 
basis, should be deducted in determin- 
ing the rate base. There are cases, how- 
ever, where equity requires the deduc- 
tion of the book depreciation reserve, 
even though it differs materially from 
the reserve requirement. The determi- 





nation as to when this condition exists 
involves, among other things, considera- 
tion of the history of regulatory re- 
quirements in the jurisdiction and the 
experience and practices of the com- 
pany. In other words, individual situa- 
tions should be dealt with by the com- 
mission having jurisdiction in accord- 
ance with the facts in each case. 


(41) The use of the straight-line 
method in determining both deprecia- 
tion expense and accrued depreciation 
is generally recommended for rate-mak- 
ing purposes. 

(42) The sinking-fund method may 
sometimes be used in rate-making when 
it is impracticable to determine the 
accrued depreciation. When the sink- 
ing-fund method is used in rate pro- 
ceedings, the interest rate employed 
should be the same as the rate of re- 
turn which is applied to the undepre- 
ciated rate base. 


It is believed that most informed per- 
sons would agree that the same factors 
which cause annual depreciation ex- 
pense also cause accrued depreciation. 
Accrued depreciation at any given date 
is the actual physical and functional 
depreciation existing in the property at 
that date, brought about by the various 
factors causing property to depreciate. 
Depreciation expense is the measure in 
dollars of the physical and functional 
depreciation which has occurred for 
any given period, whether it be monthly, 
annually or of any other length. It is 
also believed that most authorities on 
the subject would agree that accrued 
depreciation in a property at any given 
date includes elements of physical and 
functional depreciation over and above 
the depreciation which can be observed. 

However, to say that the deprecia- 
tion reserve at any given date before 
the end of the life of the property, 
even though such reserve may be prop- 
erly computed, is the best measure of 
accrued or existing depreciation, is to 
be completely unrealistic. As we have 
previously pointed out, accounting is 
based on estimates made in accordance 
with one of several conventional 
methods. The very fact that there are 
a number of different methods of ac- 
counting for depreciation, all of which 
are acceptable, and all of which give 
widely different results as between 
years during the life of property, indi- 
cates that there can be no relationship 
between the book depreciation reserve 
and accrued or existing depreciation ex- 
cept by accident. 


In Chapter X, ‘“‘Depreciation in Rate 
Cases,”’ on page 151, the statement is 
made that “‘cost of plant assets is the 
proper basis of computing deprecia- 
tion expense and, as has been shown 
earlier in this report, the fair value 
basis possesses no merit.’”’ For account- 
ing purposes, we would agree that the 
provisions for depreciation should be 
based on the book cost of the property. 

(Please turn to page 76) 


57 








[Epitor’s Note: In the absence of 
USITA President J. R. Porter, chair- 
man of the Post-War 
Planning Committee, E. C. Blomeyer, 
a member of the committee, asked Vice 
President Clyde S. Bailey to read to 
the convention the committee’s formal 
report, which follows. After the re- 
port was presented by Mr. Bailey, 
Mr. Blomeyer called upon USITA 
Engineer Burden, chairman of the as- 


association’s 


sociation’s plant committee, to address 
the convention on the application of 
electronic developments on telephony. 
Mr. Burden’s remarks are included in 
his address entitled “Plan for Im- 
proved Plant Results,” 
page 70 of this issue.] 


beginning on 


ment, your Post-War Planning Com- 

mittee has attempted to review and 
appraise the general problems that 
may logically be expected to confront 
the industry in the final days of the 
present struggle and in the post-war 
period. 


[: the five months since its appoint- 


To this end, we have consulted with 
a number of Independent telephone 
people, including the chairmen of the 
standing committees of the association. 

Comments, suggestions, and specu- 
lations contained in this report repre- 
sent our views and conclusions as of 
this time. We recognize that we can- 
not hope to single out and suggest solu- 
tions to all of our post-war problems, 
either now or later. We do believe, 
however, that substantial good will re- 
sult from continued investigation and 
consideration of what is popularly 
known as post-war problems. 


Growth 

During the three years from the end 
of 1939 to the end of 1942 there was 
a net growth of about 4,100,000 tele- 
phones in this country—from ap- 
proximately 20,100,000 telephones to 
approximately 24,900,000. This is the 
largest growth in a similar period of 
time in the history of the business. 
This growth was at a rapidly acceler- 
ated pace until slowed down by re- 
strictions on the use of material. 

The rate of net growth has varied 
greatly, however, at different ex- 
changes, and particularly in the years 
1941, 1942 and 1943, as between ex- 
changes in defense areas or war manu- 
facturing areas and those in localities 
not so directly affected by the war. 

High net growth has been brought 
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about at many exchanges because of 
increases of population arising from 
war activities. Already there are signs 
that after, or even before, the end of 
the war, population shifts will restore 
many cities and towns to somewhere 
near their original pre-war population 
status. 

We think that in the decade follow- 
ing the war there will be a very large 
growth in telephones in this country. 
We believe, however, that immediately 
after the war there will be net losses 
of stations in many localities that ex- 
perienced heavy war growth, and net 
gains in many localities that did not 
experience such growth. 

We think this immediate post-war 
loss or gain situation is a local issue, 
depending on the situation in each lo- 
cality. We recommend that every In- 
dependent company make a study of 
this situation at each of its own ex- 
changes, for the purpose of determining 
in advance, as nearly as it can, what 
its plans should be as to plant, per- 
sonnel, etc., for both the immediate 
and the long-range post-war condi- 
tions. 


Rates 

Although there has been a heavy in- 
crease of operating expenses (in addi- 
tion to the very large increase in 
taxes) in the telephone business during 
the immediate pre-war years and dur- 
ing the war, increases in exchange 
rates have been negligible during that 
time, and toll rates have been reduced. 
Even if and when there is eliminated 
that part of the increased expenses 
caused by compliance with wartime 
government orders, we think that post- 
war expenses will continue to be high. 

We think that the level of prices 
and wages will be higher after the war 
than in the years preceding the war. 
Wages will be affected by laws—includ- 
ing the wage-hour law — and other 
causes. As to prices, it has been calcu- 
lated that, on an average, certain kinds 
of commodities that cost around 80 
cents before the war now cost around 
$1.00, by the end of the war they may 
cost around $1.50, and that over a long 
future period the average cost will 
probably be around $1.20. 

Whether or not these particular 
calculations are correct or even near 


that, and whether or not they apply to 
all things telephone companies must 
buy, we think it a reasonable conclusion 
that there will be higher levels of 
prices and wages in the post-war 
period than in the recent pre-war 
period, and that it is inevitable, there- 
fore, that there will have to be in- 
creases in rates at many exchanges 
after the war. 

In those localities where increased 
rates are impractical, comprehensive 
studies of plant maintenance expense 
items may have to be made with a view 
to instituting improved and more effi- 
cient practices for the purpose of re- 
ducing operating expenses as an off-set 
to increased wage and material costs. 


Farm Telephones 

There are indications that funda- 
mental changes are occurring in the 
situation as to farm telephones. In a 
large number of operating territories, 
many of the farm telephones lost dur- 
ing the depression have never been re- 
gained. Some students of this situation 
are of the opinion that there are basic 
reasons for this, such as the increase 
in the average size of farms, the avail- 
ability to the: farmer of good roads, 
the radio, rural delivery of mail and 
so on. There can be an important 
question as to whether the value of 
the telephone to the farmer is grad- 
ually diminishing. We believe the as- 
sociation could perform a _ highly 
valuable service to all Independent 
companies in agricultural areas if it 
would, by special committee or other- 
wise, make a special study of this farm 
telephone situation and recommend to 
such companies any action that it 
thinks they should take in the matter. 


Depreciation 

During a number of years preceding 
the war the percentage rate of accruals 
by Independent companies, from earn- 
ings, for depreciation, has been dimin- 
ishing. This has come about partly 
because of the lengthened life of mod- 
ernized telephone plants, and partly 
because of pressure from regulatory 
commissions. 

War conditions have created a 
change in this situation. War-time ex- 
cessive use of central office and sub- 
scribers’ station equipment, coupled 
with the inability of the companies to 
obtain extensions or replacements of 
equipment or to provide the cus- 
tomary maintenance of equipment and 
plant, has materially shortened the re- 
maining life of plants. After or even 
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before the end of the war, population 
shifts will make some parts of many 
plants unnecessary and other parts 
inadequate. The acceleration of new 
discoveries and developments, made 
during the war for military purposes 
and some of which will in due course 
be adaptable to the use of telephony, 
will increase the rate of obsolesence 
of existing telephone plants. 

The rate of all the important factors 
of depreciation of telephone plants— 
wear,’ inadequacy and _ obsolesence 
will be increased by the war. We 
think this will necessitate increases at 
many exchanges in the rate and 
amount of accrual, from earnings, for 
depreciation. 





We recommend that the depreciation 
committee of the association make a 
special study of and report on this 
situation. 


Maintenance and Construction 

Because of the war-time shortages 
of materials and manpower, Inde- 
pendent companies will have deferred, 
by the end of the war, a large amount 
of maintenance and construction, in- 
cluding plant replacement construction. 
This work in most cases will be han- 
dled over a period of time, in the order 
of its urgency and importance, when 
materials and manpower are available. 

It is our opinion, based upon the 
study we have made of the matter, 
that there are numerous cases where 
Independent companies — particularly 
small companies—have not in the past 
taken advantage of many of the im- 
provements in telephone construction 
practices and materials that have been 
developed by engineers and manufac- 
turers during some years past. Indi- 
cations are that many companies are 
still using construction practices and 
materials that are no longer modern 
and that are not most efficient o 
economical. 


With. so much of the plant to be 
worked over after the war, it will be 
practical to apply the most modern 
engineering and construction methods 
in that work. In order that even the 
smallest Independent company can be 
informed upon and apply such methods, 
we recommend that the association 
sponsor the preparation and publica- 
tion of a Manual of Modern Telephone 
Construction, with emphasis on small 
plant construction, and make it avail- 
able to all companies at a nominal 
charge. 


Manpower 


Records show that, of the men and 
women who left the telephone industry 
to enter military service or other em- 
ployment during the last war, more 
than 35 per cent did not return to 
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telephone work after the war. Tele- 
phone men who have studied this 
problem have concluded, for a variety 
of reasons, that this time the per- 
centage will be even higher. Even if 
it is no higher, however, the fact re- 
mains that, regardless of how plentiful 
manpower and womanpower will be 
after this war, many of those who are 
to be a part of the telephone industry 
will have to be trained for their work. 
Independent companies, we think, must 
expect to experience fairly heavy turn- 
over in their personnel, and to con- 
tinue training programs for person- 
nel, for some years after the war. 

In training new telephone employes, 
the detail of plant work would be 
facilitated by the use of printed in- 
structional material. Some of the 
larger companies already have excel- 
lent training programs established. 
However, there is a general lack of 
any well-thought-out training program. 
It is recommended that the USITA 
give some thought to compiling and 
making available to its member com- 
panies some training plant bulletins 
patterned after the best material now 
in use. 


Taxes 


Although there seems reason to be- 
lieve that the federal corporate excess 
profits tax—which applies to some In- 
dependent companies—may be modified 
or even repealed after the war, indi- 
cations are that the federal normal 
tax and surtax on corporations will 
remain high for a long time. We 
think Independent companies must, to 
be safe, base their post-war plans on 
that assumption. 


Financing 

We believe that money for invest- 
ment will continue to be plentiful and 
cheap after the war, and that Inde- 
pendent companies of sufficient size 
and earnings records to create security 
issues in amounts practical from an 
underwriting standpoint, will continue 
to be able to finance their growth on 
satisfactory terms and at moderate 
costs. We do not anticipate in the post- 
war situation, however, any changes of 
financing methods that will make prac- 
tical small issues of securities by 
small Independent companies, nor do 
we think it likely that government 
funds will be available for the financ- 
ing of small companies. We think, 
however, that a small company with 
good management and a satisfactory 
record of earnings will have (because 
of the abundance and cheapness of 
money) a better chance than it has 
had in the past to obtain investment 
funds from local investors. 


We recommend that small Inde- 
pendent companies expecting to need 





funds after the war for extenSions to, 
or rehabilitation of, equipment and 
plant, begin now the consideration and 
study of the possibilities of financing 
locally. We also recommend that the 
association consider the appointment of 
a Committee on Small Company Fi- 
nancing, to advise small companies on 
their financing problems. 


Post-War Telephone Usage 


A number of questions have occurred 
to us, and some have been suggested 
to us, regarding such matters as the 
prospective local calling rate after the 
war, the growth of residence exten- 
sions, the popularity of party-line 
service, and so on. We think it obvious 
that, at this time, answers to such 
questions can be based only upon 
opinion or perhaps even guess. Gen- 
erally, we believe that the most im- 
portant influence of the war experience 
on the telephone will be to emphasize 
its value and convenience in the minds 
of many thousands of people who have 
become more accustomed to it and 
more dependent on it during the war 
than ever before. We think this will 
greatly popularize the telephone dur- 
ing the years following the war, for 
both local and toll uses. 
doubt if telephone 
habits will be much changed by the 
war experience 


Otherwise we 


that the local calling 
rate, for instance, will be much in- 
creased or decreased from that of past 
normal times, and so on. We think 
that preference for different types of 
service will be in the future about the 
same as it has been in the past, and 
the usage of various types will depend 
in the future, as it has in the past, to 
a considerable extent upon the types 
of service the telephone company has 
to offer. 

We think that in making their 
post-war plans telephone managements 
are safe in assuming that the war ex- 
perience will not bring about revolu- 
tionary changes in the 
telephone habits of the public, but that 
it will cause, over a period of time, a 
growth more rapid than that of a num- 
ber of years past, in the number of 


permanent 


telephones in service and the use of 
toll service. 

We also think that it goes without 
saying after the war the _ public 
and regulatory commissions will expect 
a restoration of service equal or su- 
perior in quality to pre-war service. 


Technological Improvements 

There are many who believe that all 
industry, including the telephone indus- 
try, will be greatly changed immedi- 
ately following the war because of im- 
portant technological developments and 
discoveries, many of which are now 


TELEPHONY 








—_ 


ylu- 
tne 
hat 


all 
lus- 
pdi- 
jm- 
and 


LOW 













If we were asked this question today, we would 
answer that York-Hoover has just turned 52. 


FIFTY-TWO consecutive years of manufacturing. 


FIFTY-TWO years of business growth with its at- 
tending accumulation of know-how 
and experience. 


FIFTY-TWO years of developing PLANS plus 
HANDS. 


Throughout its business life, York-Hoover has always 
had a definite plan, a definite idea of the service it 
must render and the quality of product it must con- 
sistently produce. 








Of equal importance is the development of hands, 
skilled manpower to do the job the York-Hoover 
way. 

It is due to this latter long established policy that a 
large percentage of our employees have active 
records of from twenty to forty-three years’ con- 
tinuous service; that we have many father and son 
teams working daily and that the sons of many 
former employees have learned and are learning 
specialized phases of production. 

Today York-Hoover’s facilities are producing special 
equipment for Uncle Sam; exacting equipment for 
Signal Corps that is helping to WIN THE WAR. 
When the PEACE IS WON, all the accumulated ex- 
perience of our 5-? years will be at your disposal to 
help solve your problems. 

















EAST YORK, PENNSYLVANIA 
OCTOBER 23, 1943 
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military secrets but will be available 
for commercial use after the war. 


We do not expect the telephone in- 
dustry to be revolutionized by such 
technological improvements, and we 
do not believe any new developments 
have so far occurred, or are likely to 
occur, which destroy the basic posi- 
tion of the telephone as the best 
method of private communication be- 
tween two specific distant points. II- 
lustrative of this, the armies are still 
using the wired telephone for secret 
communication in the field. 

We think the war has greatly ac- 
celerated technological improvements 
and developments, and that many of 
these new things will be useful in the 
telephone business. Such improve- 
ments of major character will require, 
however, further development, adapta- 
tion and experimentation to fit them 
to telephone use, all of which require 
considerable time. 


We think, therefore, that Inde- 
pendent companies do not need to 
hesitate to buy, on the grounds of 
modernity, the types of equipment and 
materials Independent manufacturers 
offer at the end of the war. We do not 
believe that telephone equipment, plant 
and technique are likely to be changed 
in any major manner, soon, by war- 
time inventions and developments, and 
we think that changes arising from 
this cause will modify, rather than 
supersede, present types of equipment. 


Independent Manufacturing 


The telephone industry is fortunate 
in the fact that its manufacturers 
have been making for war purposes 
substantially the same things they 
make in peacetime, and they will not 
therefore require a long period of time, 
after the war, for major conversion of 
their manufacturing plants to peace- 
time use. 


It is likely that as soon as materials 
and manpower are available for 
manufacturing for commercial use In- 
dependent manufacturers will have a 
large amount of manufacturing to do 
for Independent operating companies. 
We think it advisable for any Inde- 
pendent company urgently needing 
equipment or materials, or desiring to 
do extension, replacement or construc- 
tion work as soon as possible, to dis- 
cuss the matter with its supplier or 
manufacturer as soon as it can, with 
the view of doing all that can be done 
in advance to expedite the delivery of 
such equipment or material when it is 
possible for the same to be manufac- 
tured or supplied. 

Preservation to the Independent 
industry of strong and prosperous In- 
dependent telephone manufacturing 
companies is essential. We strongly 
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urge that all Independent operating 
companies cooperate with Independent 
manufacturers to the end that the 
facilities of these manufacturers can 
be efficiently used for the benefit of 
the Independent industry in the post- 
war period. 


Transition Period 

It is generally assumed that the 
war in Europe will end before the war 
with Japan. If this occurs there will 
be in this country, after the end of 
the war in Europe, a gradual tapering 
off of at least certain kinds of war 
activities. This will create a gradual, 
rather than an abrupt, transition 
from wartime to peacetime economy. 

This period of transition, if it oc- 
curs, will afford a much better op- 
portunity than now to appraise the 
prospective post-war situation of the 
Independent telephone industry. 

Inasmuch as improvement in our 
supply situation should begin soon 
after the end of the European phase of 
the war, our post-war plant construc- 
tion and rehabilitation programs should 
be planned at an early date rather 
than to be put off until the last gun 
is fired. 


Governmental Controls 


We expect continued governmental 
controls of materials, prices, man- 
power, etc., during the transition 
period, and for some time after the 
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end of all hostilities, although on 
gradually diminishing scale. 


Associations 

We think that the national and state 
telephone associations can be of in- 
valuable assistance to Independent 
companies in their adjustments to the 


post-war situation, and we _ suggest 
that state associations, where they 
have not already done so, appoint 


committees for the consideration of 
post-war conditions affecting the tele- 
phone industry, and that the national 
association cooperate with the state 
associations in every way possible in 
this matter. 

It has been suggested that more of 
our specific problems be singled out 
and assigned to sub-committees for in- 
vestigation and report. This practice 
is followed by some other trade asso- 
ciations which operate with a 
stantial number of sub-committees, 
each concerned with some problem or 
subject which requires attention. Much 


sub- 


useful data have resulted from the 
work of these sub-committees and 
many improvements in the art have 


come about solely as a result of an 
investigation and report on the part 
of a sub-committee. We are recom- 
mending to the national association 
that each standing committee set up 
such current and post-war problems as 
deserve individual treatment, and ap- 
point sub-committees to attack and 
report on the subject assigned. 


TELEPHONY 








in- 
nt 
he 


ey 
int 
of 


nal 
ate 
in 


of 
yut 
in- 
ice 
SO- 
ub- 
eS, 
or 
uch 
the 
and 
ave 
an 
art 
ym- 
ion 


up 


ap- 
and 


NY 





Postwar Home Telephone Hookup 
To Be Partially Wireless 

Radio-telephone hookups appear a 
possibility for postwar householders. 
Even now, in some sections of the 
United States, telephone conversations 
ave being jumped across gaps where 
there are no poles and no wires. That 

formation was divulged recently by 
John Mills, an executive of the Bell 
Telephone Laboratories and author of 
several books on electrical subjects. 

“We don’t know how far the experi- 
ment will be carried,” he said in an 
interview. “It’s probably economically 
unsound. Then, again, we may find 
it commercially practicable. We have 
always used radio-telephone when engi- 
neering considerations indicated that 
to be the best method, instead of wire. 

“There is more secrecy in wire con- 
nections between telephones, because 
once you place a message on the air 
it is bound to spread out. And that 
is why the radio-telephone does not 
appear at this time to be ready for 
popular usage.” 

‘‘Walkie-talkie” and police radio sys- 
tems are two versions of what house- 
holders may have in the future. 

If a broad system of radio-telephone 
were planned, experts say, a whole 
series of technical questions would 
arise. Scores of new radio wave lengths 
have been discovered and employed, 
adding broad highways of ether com- 
munications to space formerly used. 
But who will control these ether lanes? 
And who will dole out permits for their 
use? 

For instance, television may require 
4,000,000 kilocycles of space to project 
one sound and image message. This 
same space can be used to handle 
12,000 telegraphic code messages, or 
1,000 person-to-person telephone calls, 
Mr. Mills said. 

It will be difficult for any govern- 
ment agency or commercial group to 
decide which vehicle of communication 
should get the lion’s share of the air- 
waves. The public, itself, most authori- 
ties agree, will help decide which proved 
advancements in radio, television, tele- 
graph and telephone will come forward 
with a rush after the war. 
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“AMERICAN” ~ Boul Platform BODIES 


Are Helping Uncle Sam’s Boys Load and Transport 
the Bombs from Magazines to Planes 


@ The illustration above shows the simple, time and labor saving, effi- 
cient method adopted by the U. S. Ordnance Department for the load- 
ing and transportation of bombs from magazines to planes. ‘‘ American” 
is proud of the part it has been able to take in the solution of this impor- 
tant problem by the manufacture of the Bomb Platform Bodies Used. 


Because of the urgency for war equipment “American” engineers have 
had but little time to develop the new 
models envisioned. So for the period 
immediately following the peace in 
order to he care of the pressing de- 
mands, for new equipment to replace 
obsolete, “American” plans to deliver 
as fast as truck chassis are available 
equipment of the same time-tested de- 
sign as that built before the war, plus 
many new construction features that 
make for longer service and less main- 
tenance. 

Many Utilities are today setting their sights for post war 
operations. When it comes to planning construction 
equipment “American”’’ engineers are ready to aid 
you with specifications and designs, of course entirely 
without obligation. 
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HE Continuing Property Record 
Committee of your association... 
as well as a sub-committee 
was appointed by President Porter 
to deal with the matter of the continu- 
ing property record provisions of the 
Uniform System of Accounts of the 
Federal Communications Commission. 


The continuing property record pro- 
vision now in the system of accounts 
means a perpetual inventory of the 
units of plant compiled on the basis of 
original cost and recognizing the sizes, 
kinds, quantity of units, location, and 
the dates when such units were first 
dedicated to public use. These records 
are to be established and maintained 
by Class A and B telephone companies. 


The completion date of the continu- 
ing property record as required by the 
system of accounts has, as you know, 
been postponed from year to year by 
the FCC. The commission on Septem- 
ber 15, 1942 adopted regulations per- 
taining to “Standard Practices” for 
the establishment and maintenance of 
continuing property records for tele- 
phone companies having annual rev- 
enues in excess of $2,000,000. The 
public notices and releases were inter- 
preted by the trade journals and the 
industry as meaning that companies 
having annual revenues less than 
$2,000,000 were exempted. This mis- 
interpretation was later corrected. It 
is speculative as to whether or not the 
commission by the use of this $2,000,- 
000 line of demarcation really in- 
tended to provide some form of relief 
to the smaller companies at that time. 


This erroneous impression, as well 
as the acts of the commission in post- 
poning the completion date of the 
continuing property records from year 
to year, has no doubt led the Inde- 
pendent telephone companies to believe 
that the commission was developing 
changes in the requirements so as to 
provide some form of relief from the 
impractical and burdensome provisions 
of the requirements. This impression 
was of short duration as the FCC soon 
afterward issued an order requiring 
that each company (fully subject to 
the FCC) file with the commission not 
later than June 30, 1943 a complete 
plan for a continuing property record. 


Soon after this order was issued, the 
Nebraska Continental Telephone Co., 
The Home Telephone & Telegraph Co. 
of Fort Wayne, Ind., and your associa- 
tion filed separate petitions with the 
FCC praying for relief from compli- 
ance with this order as well as from 
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the continuing property record provi- 
sion of the system of accounts. The 
petition of your association asked for 
relief by way of: 


(1) Exemption through reclassifica- 
tion of the companies; failing this, 

(2) Extension for the period of the 
war the effective date for filing of said 
plan and for the completion of the 





Vv. E. CHANEY 


records and during which extension 
period an opportunity would be af- 
forded to the Independent telephone 
companies to develop and suggest some 
form of continuing property record 
which may be found more practical. 


As a result of the filing of these 
petitions, the FCC subsequently issued 
an order granting a further extension 
to January 1, 1944 for the filing of a 
plan of continuing property records by 
the Class A and B companies. The 
commission further ordered that a 
conference be held promptly for the 
purpose of considering means of ex- 
pediting compliance with such require- 
ments of the commission. This confer- 
ence was held in Washington on 
August 19, 1943. The FCC was repre- 
sented by Chief Accountant Norfleet, 
who presided, Assistant Chief Account- 
ant Long, and other staff assistants. 
Commissioners Walker and Wakefield 
were also present during the morning 
session, and Commissioner Wakefield 
was present during a part of the after- 
noon session. 






The NARUC was represented by its 
Committee on Statistics and Accounts 
headed by Chairman Kleinman. Your 
committee on this subject represented 
the association. The sub-committee, as 
well as representatives of several tele- 
phone companies, took an active part 
in the well as giving 
the commission first-hand and specific 
information as to the shortage in man- 
power, impracticability, and the com- 
plications as well as estimates of the 
cost involved in the establishment and 
maintenance 


discussions as 


of such a record. 

It seemed to be well recognized that 
the manpower situation was such that 
it would be desirable to postpone the 
effective date of the establishment of 
this record until after the war. It was 
finally suggested by the regulatory 
group representatives that the Inde- 
pendents should prepare proposals for 
a plan of continuing property records 
that would be acceptable and submit 
such a plan to them for consideration 
not later than September 26, 1943. 

The sub-committee of the Continuing 
Property Record Committee completed 
plans which were transmitted to the 
FCC accounting staff and the NARUC 
accounting committee for examination. 
In accordance with plans previously 
made, your committee met with the 
representatives of the regulatory group 
in Columbus, Ohio, on October 8 and 9, 
for the purpose of discussing the 
continuing property record plans sub- 
mitted by your committee with the 
hope that we could reach an agree- 
ment as to a plan that each of the 
committees could recommend for adop- 
tion. 

Before comment is made as to what 
happened at the joint conference at 
Columbus, let us digress for a moment 
and analyze the present requirements 
for a continuing property record as 
provided for in the system of accounts. 
Section 31.2-26 requires among other 
things (a) the filing of a plan of con- 
tinuing property records, (b) the rec- 
ord or data supplemental to the plan 
shall contain such detailed description 
and classification of property units as 
will permit their ready identification 
and verification, (c) it shall permit of 
ready attainment of original cost, (d) 
the determination of mortality statis- 
tics, (e) accounting areas, (f) sum- 
marized information as to kind, char- 
acter, size, quantity, location and date 
of installation. 

Just imagine a company, by way of 
illustration, having a large number of 
small exchanges with 10,000 to 15,000 
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HEXACON ELECTRIC 
SOLDERING IRONS 


NEW! THE HEXACON 
HATCHET TYPE IRON 


Expressly designed for the mul- 
titude of complex and tedious 
soldering requirements, the 
HEXACON Hatchet Type soldering iron has found 
extensive use because of its extreme ease of 
manipulation. 

Perfect balancing—permits long operation with 
minimum of fatigue. As with all HEXACON units, 
the Hatchet type is ruggedly constructed, and is 
tested for twice the intensity required by the 
Underwriters’ Laboratories, assuring greater-than- 
average service life with economy and efficiency. 
Operates on AC or DC of any cycle, and is avail- 
able in voltage ranges from 32 to 
250 volts. Equipped with replace- 
able elements, and all other fea- 
tures of HEXACON Plug Tip Irons. 


WRITE FOR LITERATURE 


Descriptive bulletins, describing the complete line 
of HEXACON electric soldering irons, will be sent 
on request. 


HEXACON ELECTRIC COMPANY 


137 W. CLAY AVENUE, ROSELLE PARK, N. J. 
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Tool Chest Trailers built | 
for Public Utility use. 


ni 


— While production facilities at BEN-HUR 
today are concentrating on new trailer units 
for essential industry and armed forces, re- 
search and engineering staffs are swinging 
into post-war planning for all types of 
industry. 

Here, wide knowledge and experience de- 
veloped during more than thirty-two years 
of company experience, plus new progress 
spurred by war needs—all are yours to use. 
Draw on this wealth of engineering skill for 
ready help in adding greater mobility and 
speed to your construction and erection 
crews ... for specially designed trailers, for 
tools, supplies, welding units, power and 
motor units, pole and pipe carriers, and for 
many other uses. 

WRITE TODAY for BEN-HUR data sheet 
that will help suggest efh- 
cient, economical and profit- 
able trailer applications to & 
YOUR needs. 


BEN-HUR MFG. COMPANY 
634 East Keefe Avenue 





Awarded to Ben-Hur for 
. Outstanding War 
Milwaukee 12, Wisconsin Production 
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telephones and having 60,000 to 80,- 
000 poles of all sizes and kinds trying 
to identify the date when these poles 
were installed. Even if you held an 
engineering conference beneath each 
pole to determine when it was in- 
stalled, the conclusion reached would 
be the wildest sort of a guess. In some 
cases, the dates of installation could 
be obtained from records, but the num- 
ber of units that could not be accu- 
rately identified from the records 
would be too large to make the record 
of any value for mortality or other 
purposes. 


We could go on for hours discussing 
details of reasons why a continuing 
property record should not be estab- 
lished as now prescribed, not to men- 
tion the costs, but most of you already 
know most of the objections, so let us 
pass that up for the moment. One of 
the reasons for the establishment of a 
continuing property record is to enable 
the regulatory bodies to make mortal- 
ity studies and determine depreciation 
rates. 


Let us take a peek at the value of 
these records for mortality purposes. 
Keep in mind that mortality rates may 
vary dependent upon the class of plant, 
climatic conditions, effects of manage- 
ment, changes in the art and other cir- 
cumstances. Who would undertake to 
say over what period of time the mor- 
tality studies should be made and what 
weight is going to be given to the re- 
sults of such studies? Who would be 
willing to be governed by a mortality 
study based on a guess as to when the 
units of property presently in use 
were installed? More than likely such 
a record for rate purposes would be 
taken for just what it was worth. The 
value of any such record is no more 
than the benefits to be derived from 
its use. 


Mind you, this continuing property 
record shall also be maintained so as 
to permit ready identification and veri- 
fication of the units. It has been ex- 
plained to us that this means, by way 
of illustration, that a pole line record 
should be maintained so as to show 
sizes, kind, quantity, location and date 
of installation. The record is to be 
maintained so that the commissions 
can make a spot check of the plant and 
determine the accuracy of the record. 
This would require a pole line map or 
other record that would supply this in- 
formation. 


One might think this would be 
enough but, believe me when I say, it 
has been suggested that a form be 
maintained for each pole showing all 
of the attachments to the pole, such as 
the wires, anchors, messenger, cable, 
cross arms, cable terminals and what 
have you. If you had 80,000 poles, you 
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would have 80,000 pole record sheets, 
and if circumstances permitted, con- 
tiguous poles could be recorded on one 
sheet thereby reducing the number of 
sheets required. There were other 
methods also suggested. We were re- 
peatedly led to believe by the regula- 
tory committee that it would not cost 
much to establish the record, that our 
interpretation is greatly magnified, 
that we were making a mountain out 
of a mole hill, and that we should re- 
lax a little in our interpretations. 


When we got down to details and 
asked for interpretations and pro- 
cedures, we found that our interpreta- 
tions were confirmed. It may well be 
that the representatives on the regu- 
latory committee are not entirely in 
accord as to what should be done. 


After all, there should be some prac- 
tical aspects to the regulatory require- 
ments for accounting purposes. Are 
we to assume that in all these years of 
state regulation without a continuing 
property record that state commissions 
have been unable to regulate effectively 
telephone rates? My guess would be 
that under past accounting methods 
and procedures followed, the public has 
decidedly had the breaks on telephone 
rates as compared to the operating 
companies. We all know what the 
theory of rate regulation is, but the 
trouble is that it is not always 
followed because it is not politically 
expedient to follow rate theories to the 
letter. If this is true, why require 
an elaborate requirement for the estab- 
lishment and maintenance of records 
that will at least in part be disre- 
garded when fixing telephone rates. 
If the results of these records are in 
part disregarded, why place the bur- 
den of the cost of their maintenance 
on the company and the subscriber. 


We have reason to believe that the 
FCC is the rallying point for the 
standardization of accounting and reg- 
ulatory requirements as well as the 
application of depreciation theories. 
In setting up such standards, what 
benefit will accrue to the FCC when 
we consider that the amount of inter- 
state property is negligible compared 
to the amount of intrastate property? 
If the establishment and maintenance 
of a continuing property record re- 
quires an increase in telephone rates, 
it will not be the FCC that will worry 
about it because state commissions will 
be the one to decide on that question. 
Therefore, it would seem that the state 
commissions would be vitally concerned 
as to what form of continuing property 
records is adopted, if any, after con- 
sidering the costs and the benefits to 
be derived. 


We cannot agree that the costs of 
installation and maintenance of con- 


/ 


tinuing property records will be so 
negligible as not to affect the rates to 
be charged the public. It has been sug- 
gested that it should not cost more 
than 75 cents a station. There are no 
differences of opinion as to the neces- 
sity of having an inventory of the 
units of property. Remember that all 
Independent telephone companies do 
not maintain engineering departments 
staffed so as to enable them to per- 
form this kind of work, and do not de- 
ceive yourself into thinking that a 
lineman can do the job adequately. 
Most companies would have to hire 
public telephone engineering firms to 
make the inventory. It is doubtful if 
you could get an inventory made for 
75 cents a station and even if you 
could, you would have just begun to 
prepare a property record even in its 
most simplified form. 

Due to the manpower situation, it 
is needless to say that under present 
conditions it would be impossible to 
establish such a plan of continuing 
property records. It has been gener- 
ally conceded that manpower is lacking 
and that the telephone industry is gen- 
erally in an unfavorable position due 
to the loss of trained personnel to the 
armed forces and to more important 
defense industries. 


Let us go back again to the confer- 
ence held at Columbus. The regula- 
tory representatives had a_ two-day 
session on October 6 and 7 prior to 
their meeting with your committee. At 
that previous conference, they consid- 
ered the merits of the plans which your 
committee submitted to them for con- 
sideration. In order to save time, we 
will give you the results of the con- 
ference in terms of what your commit- 
tee agreed to recommend to the tele- 
phone companies for adoption. 

We agreed that the continuing prop- 
erty record should contain information 
showing the description, dates of in- 
stallation and the original cost of units 
of property included in the following 
accounts: 


201 Organization 

202 Franchises 

203 Patent Rights 

207 Right of Way 

211 Land 

212 Buildings 

221 Central Office Equipment 

234 Private Branch Exchanges 

242.4 Submarine Cable 

244 Underground Conduit 

261 Furniture and Office Equipment 

264 Vehicles and Other Work 
Equipment 


As to the other classifications of 
plant, we agreed that the records for 
231 Station Apparatus; 232 Station 
Installations; 233 Drop and _ Block 
Wires, and 235 Booths and Special Fit- 
tings would contain summarized in- 

(Please turn to page 86) 
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T iS HOPED that it will not be felt 

that the Commercial Committee is 

covering too much territory, for I 
frankly state here that a considerable 
portion of this paper overlaps from 
commercial problems into management 
problems, but I feel that this is not al- 
together out of place, for the Independ- 
ent industry is not, in most cases, or- 
ganized on strictly departmental lines, 
but rather the operating heads of the 
companies function as the commercial 
department. 

We hope that this discussion con- 
tains some good sound ideas for the 
present and suggests some sound prac- 
tices to be followed in the future. 

Should there be no decided lag in 
business, loss of stations, or loss of 
toll revenue, it will not hurt any of us 
to follow conservative economical prin- 
cipals, and, while the law of supply and 
demand seems to have been repealed in 
high places for the present, still it is a 
fundamental law which will not stay 
repealed. If we will refresh our mem- 
ory on business activity from various 
charts, some of which have been dis- 
manufacturers 
and others to practically all members 


tributed by telephone 


of the association, we will recall the 
remarkable consistency of the peaks 
and valleys of 


good times and bad 


times. 


You may wonder why we take this 
pessimistic view when everything that 
comes out of Washington at the present 
time is of the most optimistic vein for 
the future—a job for everyone, better 
business, better articles of every de- 
scription, and increased earnings. But 
I do not feel that we should let this 
promised Utopia, with the political fog 
of untried theoretical views and fore- 
casts constantly arising, obscure the 
harbor lights of sound practices, which 
have been erected by our predecessors, 
nor should we allow this dreaming, will- 
0-the-wisp wishful thinking, which is 
largely political, lead us into the swamp 
economical 


of unsound operations, 


which it most certainly will if every 
man does not definitely think for him- 


seit 


lhe individual mind should not be 


regimented. Perhaps I have put the 
wrong interpretation on what is meant 
by freedom from fear and freedom 
fre want as now so frequently ex- 
pressed. Is it not true that this burning 
desire to be free from fear and to be 
re from want are two things that 


have molded the characters of our 
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soldiers, workers and civilians into the 
most fearless human beings on the face 
of the globe? 

When our forefathers landed on these 
shores, they were looking for free- 
dom from want, freedom from fear, 
freedom of speech, and freedom of 
religion. They did not expect the In- 
dians to suddenly come out of the 
forests and hand them these freedoms, 
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but they had the courage, the energy, 
and the faith in God that enabled them 
to face every obstacle and win these 
freedoms, and security. Fearlessness 
and freedom are soul-satisfying only if 
fought for and attained. ... 


Let us discuss revenues at this point. 
Practically Independent tele 
phone company in the United States at 


every 


this time is enjoying abnormal reve 
nues, and, while the revenues continue 
to flow, are not a number of us becom 
ing lax in watching our expenses and 
spending unwisely? It is a lot easier to 
pend money than it is to make money, 
and while, undoubtedly, our expense 
curve even before taxes will be con 
siderably on an up trend, our operating 
should 
course and we should not be content 


expenses follow an_ orderly 
to let them parallel this revenue, but 


should strive to let the operating ex- 


pense curve and the local service reve- 
nue curve coincide. 

The Independent telephone man has 
to be an intelligent and resourceful 
operator, for most of the Independent 
companies are located in some geo- 
graphical section which may be im- 
mediately affected by any great change 
in business conditions caused by the 
closing of a large industrial plant, poor 
crops, a radical change in the price 
of certain commodities, such as vege- 
tables, grain, beef or minerals which go 
to make up the major portion of the 
income of that section. 

There are, of course, some of the 
larger operators whose properties are 
scattered over several states. They may 
suffer a loss, such as mentioned above, 
in one locality and prosper in another, 
so that the overall spread, or average, 
may not affect them greatly. But this 
is not true in the majority of cases, 
so this vulnerable position that a large 
number of us are in, makes it all the 
more important that each telephone op- 
erator cooperate in every possible way 
with the agencies in their community 
on post-war planning for the area they 
represent. 

There has been set up in practically 
every community in the United States 
such a committee to do everything pos- 
post-war unemploy- 
ment and think that 
the very fact that agencies, national, 
state and local, are so diligently work- 


sible to prevent 
depression. I 


ing on this situation shows it is felt 
that unless this is done, unemployment 
and depression will follow, and shows, 
too, that the skepticism I am express 
ing is also felt by others. 

Now let us talk about wage trends. 
We all agree that they are upward 
and we also agree that from the na- 

thought and 
demands, they 


tional administrative 


policy, and _ labor 
will continue upward in spite of the 
apparent repeal of the law of supply 
and demand, also that it will take some 
time after the war for this law to 
again assert itself. We are all faced 
with greatly traffic 
and, in looking over traffic figures for 


increased costs, 
a large number of Independents, traffic 
costs, particularly in companies that 
have large manual operations, consti- 
tute the greater proportion of the in 
creased operating costs. 

This means that if these costs go 
much higher all manually operated 
equipment will, when new equipment 
is available, have to be converted to 


automatic to retain a proper operating 
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margin between revenue and expense. 
I know that the manufacturers are 
thoroughly alive to this situation, and 
that their engineering departments are 
bending every effort to give us auto- 
matic equipment of a more economical 
and more flexible type, knowing that, 
in all probability, the market for such 
equipment will be large. 


We have already had advance warn- 
ing of what we may expect in the way 
of traffic wages, as laws have already 
been passed and are only waiting ef- 
fective dates to greatly increase the 
costs. There is a factor which has ap- 
peared in my territory, and I am sure 
in other territories also—that is, we 
are going to encounter objections from 
some of the subscribers in attempting 
to convert to automatic at some of the 
smaller exchanges, since in the past our 
operators have been such accommodat- 
ing and genial people that it has be- 
come the practice rather than the 
exception for a number of these small- 
town switchboard operators to render 
a more or less secretarial or office serv- 
ice for a large number of subscribers. 


When automatic was a 
novelty, most towns anxiously sought it 
—now they find that the installation of 
automatic equipment is going to de- 
prive them of this secretarial service 
which they have enjoyed in the past, 
and we are encountering opposition to 
the installation of automatic equipment. 
So, a diplomatic, pleasant and fully ex- 
plained program of curtailing these 
services, beginning now, is well worth 
considering. 


service 


Now let us discuss rural development 
for a few moments, and think about it 
seriously. 

There probably 
million men in the armed forces in all 
branches, and lots of these are boys 
from the rural who 
wrote a letter before or sent a tele- 
gram, but are now using the long dis- 
tance service and becoming acquainted 
with and enjoying its 
Millions of others who never used a 
telephone before are in these camps 
and are using local service and learn- 
ing what a wonderful convenience and 
time-saver it is. So is it not reasonable 
to presume when Captain Jones or 
Private Smith gets home he will want 
to continue to use and enjoy this con- 
venience which he had never even 
thought of before? If he does live on a 
farm four or five miles from a tele- 
phone line, he immediately is going to 
begin to urge us to give him telephone 
service. 


are now some 10 


sections never 


advantages. 


How are we going to provide this 
service at an investment and operating 
cost which will make this service self- 
supporting or profitable? A lot of us 
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have long rural lines with as many as 
20 on the line—farmers are not going 
to be satisfied with this type of service. 
So, let’s think about serving the small 
outlying communities, now served by 
heavily loaded party lines, with the in- 
stallation of a 10 or 20-line automatic 
installation, with perhaps two trunks to 
the nearest exchange in an attempt to 
hold down the investment per station 
and eliminate heavy open wire leads. I 
have talked to one of our large manu- 
facturers and they have this type of 
equipment in the blue-print stage now. 


This rural demand is going to be 
upon us, and will have to be satisfied 
just as was the desire for electric cur- 
rent. We must furnish this service as 
a private enterprise—not have it done 
by some subsidized branch of the fed- 
eral government. 





talk about collection 
Immediately we come upon 
these questions: What are we going to 
do and how long are we going to carry 
a subscriber; how much does it contri- 
bute to public relations; and how soon 
will we regain the subscriber if we 
eventually take his telephone out after 
carrying him for a long time? 


Now let us 
policies. 


During 1936 and 1937 I gave this 
phase of commercial operations a great 
deal of thought and also interviewed 
a number of other telephone operators 
to find out their policy. This was not a 
haphazard study, but memoranda were 
made and data secured showing the 
trend as employment decreased and 
then later as employment increased. 
Our policy was, when a telephone was 
ordered out, it was not removed with- 
out a personal interview and the uses 
of the telephone and its value in ob- 
taining employment were pointed out 
to the subscriber, and permission was 
obtained from him to talk to his former 
employer for the purpose of ascertain- 
ing the most common method of recall- 
ing men. In every instance the phrase 
so often used in our business proved 
true — “The man with the telephone 
gets the first.” Two of the 
largest industries in the section in 
which I was operating, in numerous 
cases advanced the former employe the 
money with which to retain his tele- 
phone where he could not raise the 
money for his telephone bill. 


job 


Where the former employer was not 
willing to advance the money for the 
telephone bill, the telephone was re- 
moved and there was no let-down in our 
collection policy in any instance. As a 
result of this we lost quite a few tele- 
phones, but our experience was not any 
worse than some of the others who car- 
ried the subscribers, in some instances, 
for a year or more without any pay- 
ment, and from the data I obtained, I 








found that eventually a large percent- 
age of those whom they had carried 
finally gave up the service. When re- 
employment was on the upswine and 
people were having ‘their telephone put 


back in, we experienced very little 
trouble in getting these subscribers 
back. They owed no large final bilis and 
we quickly regained practically «|| of 
the stations lost. 

It is my opinion that if an ex-sub- 
secriber owes a large bill he is con- 


stantly worrying about it and wil! de- 
lay from month to month before taking 
service when he knows he owes a bill 
and cannot pay it, and in a number of 
instances other companies 
he felt that the company should write 
off this old account. I found in one com- 
pany that during one year, 3.21 per cent 
of the gross revenue of that company 
was written off, whereas about one- 
fourth of 1 per cent should be the ex- 
pected loss. It undoubtedly appeared at 
the time to have been a good public 
policy, but the future did not prove it, 
because these same people who were 
relieved of the charges, within a few 
months, again became delinquent. 


involving 


A number of companies, in their de- 
sire to regain stations when the up- 
swing started, resorted to practically 
every known method—advertising, per- 
sonal calls, waiver of service connection 
charge, installation of service on a 
trial for three 
without charge. In one instance a com- 
pany purchased a fire and 
offered their subscribers free fire serv- 


basis two or months 


engine 


ice in case of fire if they would take a 


telephone, showing how versatile an 


Independent telephone man can be. 


So, as a matter of good sound busi- 
ness, it is recommended, if my pessimis- 
tic thoughts as to the future hold good 
what we can expect, that we 
furnish service only to those who are 
able to pay for it. Otherwise, it will re- 
sult in a let-down of the whole collec- 
tion efficiency, for a man who 
pay one month’s telephone bill cannot 
pay two, and why have we any right to 
carry one account and deny another, 
for the man that is paying his bill is 
paying for the service of the man who 
does not. 

This might 
communities, 


as to 


cannot 


not work out in some 


and whether it is de- 
sirable or not depends wholly on how 
the company’s position is presented. Re- 
peating what was said at the spring 
conference — watch your accounts 
closely now that there is a great shift- 
ing of population. If your diligence is 
relaxed, you are going to lose some 
large accounts. 


Last month our company charged off 


(Please turn to page 89) 
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BALTIMORE-3 « MARYLAND 


OCTOBER 23, 1943 


OUR Plant Committee believes 

that plant executives have a real 

job ahead of them but one which 
will present a genuine opportunity to 
inject some new thinking into the plant 
picture. Thinking which should bring 
about improved results in overall plant 
operations. There may be some who 
will argue that we are now doing the 
best possible job in plant work—that 
we have no time to spend in attempt- 
ing to improve something that is al- 
ready perfect. 

It is our opinion that an approach 
to improved plant results must be 
through a comprehensive investigation 
analysis program that will have as its 
primary objectives: 


(1) A reduction in the cost of con- 
structing and maintaining telephone 
property so as to make it possible to 
get more satisfactory earnings from 
existing rates. 

_(2) An improvement in the relia- 
bility and quality of service rendered. 

(3) Development of new instrumen- 
talities and operating practices that 
will enhance the value and utility of 
telephone service to subscribers. — 


Putting Teeth into Program 


The “What do we 
mean by an ‘investigative analysis pro- 
gram’ and how can we put teeth into 


such a program?” 


next question is 


There is an old military axiom that 
says, “Divide and conquer.” This is 
what will need to be done if we are to 
bring about the improved plant results 
set forth in our three primary objec- 
tives. 

We 
plant 


must first 


operations 


consider telephone 
(construction and 
maintenance) as consisting of a num- 
ber of separate elements and we must 
scrutinize carefully each of 
elements in an effort to improve exist- 
ing performance. This analysis should 
proceed somewhat along the following 
lines: 


(1) How can the installation and 
maintenance time required for specific 
operations be reduced. 


(2) Would the use of special or im- 
proved tools reduce the cost of plant 
construction and maintenance _pro- 
cedures. 


(3) What design changes in mate- 


rials and apparatus could advanta- 
geously be made. 


(4) Is the safety factor too high or 
too low in present plant design. 
(5) How can the service life of 


various plant items be lengthened. 
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A PLAN FOR IMPROVED PLANT RESULTS 


By B. C. BURDEN 
Chairman, USITA Plant Committee 





these 


(6) Could substitutes and less ex- 
pensive materials be used to advantage. 

(7) Overall recommendations of the 
observer. 

Some skeptics may point out that 
any attempt to subject all of our many 
plant methods, materials and apparatus 
to a “point by point’? check as sug- 
gested would put us into the research 


business. Possibly, it would, but it 





B. C. BURDEN 


would be practical research in which 
the Yankee ingenuity 
sense of the practical telephone man 


and common 
would prevail and would be focused on 
ways and means of improving service 
and His laboratory 
would be his telephone plant and his 
test tubes would be his 
common sense scrutiny and analysis of 


reducing costs. 


and beakers 


day-to-day plant operations. 


Implementing the Plan 

Now it is thing to 
of action, but it 
else to actually implement a suggested 


one suggest a 


course is something 
plan. .We believe the implementation 
of our plan for an investigative study 
of the various phases of plant opera- 
tion can best be made through the use 
of what we call the sub-committee idea. 

In other words, your Plant Commit- 
tee will set up a list of projects that 
appear to have possibilities and these 
will each be assigned to a sub-commit- 
four to eight 


tee consisting of from 






men, depending on the nature o! the 
project under study. Each of the mem- 
bers of the sub-committee will be viven 


an outline of the general features of 
the problem, and it will be his job to 
dig up as much pertinent data as pos- 
sible, to canvass the opinion of other 
persons in his organization on the sub- 
ject, and to write up a report on his 
findings and conclusions. 

These reports prepared by the indi- 
vidual sub-committee 
would be submitted to the chairman of 
the Plant Committee, who 
cooperation with the other members of 
the committee, issue a formal report or 
bulletin with recommendations 
ing the project. 


members of a 


would, in 


cover- 


Method of Collecting Data 
Sub-committee members working with 


the Washington office of the associa- 
tion could collect needed data from 
operating companies by the question- 
naire route. 


Some may ask, ‘‘Won’t this plan in- 
terfere with the regular duties of men 
assigned to sub-committee work?” This 
can best be answered by reciting the 
experience of the electrical power in- 
dustry which has used a similar plan 
for some time. This industry has found 
that men consider it a real honor to be 
appointed to sub-committees and that 
their feel that the sub- 
results in substantial 
benefits to the company, both directly 


companies 
committee work 
and indirectly. It gives those men as- 
signed to a sub-committee a_ special 
interest in efficient plant management. 
it makes them alert to find improve- 
ments 

The projects 
signed to a 
carefully selected and would be of gen- 
uine 


to reduce costs. 
which would be as- 
sub-committee would be 
concern to all companies. An 
employe working on the solution to a 
problem of general interest to all com- 
help but 
something of direct pertinent interest 


panies could not uncover 
and value to his own company. The ex- 
applying the 
idea would be small as the plan contem- 
of the 


pense of sub-committee 


plates the “pooling” results of 
individual and not 
group travel 
and expense. As conceived, it is strictly 


studies expensive 


meetings involving time 
a mail order proposition and postage 1s 


cheap. 


Suggested Investigative Projects 

As to projects worthy of sub-com- 
mittee and 
your ideas and suggestions. The Wash- 
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SOLDERS 


FOR EVERY PURPOSE 


The Gardiner Line of high quality solders offers a com- 
lete service—there is a solder especially made for each 
particular type of telephone work. 
Some of the more important 
kinds of Gardiner Solder used in 
telephone installation and main- 

‘nance are: 

Acid-Core Solder for iron lines 
and lead-ins. Made in various 
gauges and with a scientifically 
uniform flux. Standard gauge 
No. 11, about 1g” diameter. 

Rosin-Core Solder for switchboard and other delicate 
work where absolutely non-corrosive solder is essential. 
Standard gauge No. 13 about 3/32” diameter. 





Flux-filled solders 
available in 1, 5 and 
20-lb. spools. 


Bar Solder, 


SSE wiping Sol 


p : der, Ingot 
Bar solders made in various alloys. Lead and 


Lead Sleeving are all made of the best materials and to 
meet most every need. 

Low prices are assured because all Gardiner products 
are made by the most modern methods and in large 
volume. Insist on Gardiner. Your jobber will supply you. 
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4865 S. CAMPBELL AVE. 


CHICAGO, ILL. 


Established for over 42 years. 











What the COMMUNICATIONS 
WORKER NEEDS 


to know about 
electricity 


Radio men, telephone en- 
gineers, rer Tren techni- 
cians — all workers in the 
communication industry — 
here is a book written ex- 
pressly for you. It gives 
you a clear, practical ex- 
planation of the funda- 
mentals of electrical engi- 
neering upon which communication is based. All the explanations, all 
the illustrations, all the applications are taken from the communica- 
tion industry and not from the power industry. 


THE ELECTRICAL FUNDAMENTALS 
OF COMMUNICATION 


By A. L. Albert, Professor, Communication Engineering, Oregon 
State College; Professor, Electrical Engineering, Purdue Univer- 
sity (1942-43); 550 pages, 6x9, 359 illustrations, $3.50. 


COVERS SUCH 
TOPICS AS: 





Presents the electrical fundamentals of 
communication, including the three divi- 
sions—telegraphy, telephony, and radio 
with its allied branches. Starts with @ Electric measuring 
electronics, explains what the communi- instruments 

cation technician wants to know about @ Electric networks 
direct current, conductors, resistors, in- @ Bridge circuits 
sulators, and discusses such topics as @ Transmission of electro- 
the magnetic field and inductance and magnetic waves 

the electric field and capacitance solely @ Vacuum tubes as 

from the point of view of the commu- circuit elements 
nication industry. @ Electroacoustics 


TELEPHONY PUBLISHING CORP. 


608 S. DEARBORN ST., CHICAGO, ILL. 
Telo. No. WAB. 2435 
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In the Army 
and at Home 


RAY-0-VAC TELEPHONE 


DRY BATTERIES 
carry the words of VICTORY 


Many of your men are in service .. . “getting 
the message through” in the tradition of the 
Signal Corps. Ray-O-Vac telephone batteries 
are powering “the message through” on every 
front, at home and abroad. We are taking care 
of your needs as best we can . . . building to 
Ray-O-Vac’s standard of quality . . . insuring 


fewer service calls... fewer replacements. 






BUY WAR BONDS BUY WAR STAMPS 


FLASHLIGHTS - BATTERIES 


MADISON, WISCONSIN 





ington office under the direction of the 
Plant Committee expects to canvass 
the membership in the near future to 
smoke out important plant problems 
suitable for study under the new plan. 
Some typical subjects worthy of con- 
sideration in our investigative program 
that occur to us here are: 


(1) The field of use of small gauge 
cable. 

(2) Practical applications of buried 
type drop wire. 

(3) Reduction of plant maintenance 
costs. 

(4) Methods of reducing rural plant 
construction costs. 


Piant Items Needed 

As I pointed out at the executives’ 
conference last spring, I think that 
there are some plant tools and equip- 
ment that can be improved and there 
are some new tools and vehicles that 
are needed. Sub-committee studies could 
develop just what is needed and meas- 
ure the demand for new items. This 
information should prove helpful to the 
manufacturers to whom we must turn 
to develop these new tools and mate- 
rials. Some of these items on our “want 
list” are: 


(1) A small, all-weather, all-purpose 
maintenance car capable of digging 
holes and setting small poles, and do- 
ing light maintenance work. In other 
words, a telephone jeep. 

(2) Simplified and nominally-priced 
repeaters and carrier systems. 

(3) Improved and _ newly-designed 
plant material which will enable us to 
do a better job at lower annual charges. 


End Results of Investigation 

It is a well-known fact that it is 
easier to start things than it is to com- 
plete them. Our plans for “project 
studies” contemplate both starting and 
completing what we have set out to do. 
You might well ask “Just how will the 
results of an investigative study help 
my company?” After completing its 
work on a specific project, the Plant 
Committee would turn its report over 
to the USITA for issuance to the field 
in the form of a bulletin similar to 
those which have been issued by the 
War Activities Committee, and edited 
in such a way that the information can 
be used as a practical guide by your 
plant people. 

The overall results of the suggested 
program would be to pool the combined 
knowledge and considered judgments of 
the plant men and engineers of our 
leading companies. It would avoid the 
situation which now exists whereby 
each company must at least in many 
matters, learn by the trial and error 
method. As an illustration of how our 
proposed plan would be of aid in im- 
proving plant operations, take the 
spinner method of suspending cable. 
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(Cartoon by JOE HARTLEY) 


Will the world of tomorrow bring a telephone 
jeep? 


When the spinner method was first in- 
troduced, many Independent telephone 
companies, feeling it had merit, started 
to use it. Some of these companies ran 
into difficulty of one kind and another. 
They worked out their own solutions. 
Some of the solutions were satisfactory, 
and some were not. Had the use of the 
spinner method of suspending cable 
been set up early as an investigative 
project, companies using this method 
would have had the benefit of each 
other’s experiences and probably also 
the experience of the Bell companies, as 
Bell data is generally available for in- 
corporation in a report. Thus, both un- 
satisfactory plant construction and lost 
man-hours would have been saved. 

I think we can sum up our case for 
the need of a permanent program such 
as I have just explained by saying that 
we are too big and too important to 
rely on trial and error plant methods. 





(Cartoon by JOE HARTLEY) 


Guessing games are fun but rather costly in the 
teal bk hk 


P i when the trial and error 
method is used in plant construction. 





We cannot afford to pick up our infor- 
mation on new methods or improve- 
ments of old ones on a hit and miss 
basis. The success of the prograin we 
have for bringing about improved plant 
results will require your cooperation 
and help. We urge you to get behind 
this idea wholeheartedly and when in a 
few weeks from now you receive a 
letter with reference to this plan, we 
urge you to please give it your full 
consideration and support. 


Electronics and the Future 

I wish to take a few minutes to dis- 
cuss electronics with relation to what 
the future may hold for us. We have 
heard much about the marvelous new 
electronic era to be expected after the 
war. Editors and feature writers have 
glowingly described a new world in 
which every family will have their own 
plane, cooking will be done with vacuum 
tubes, automobiles will be equipped 
with telephones, and other predictions 
that seem very fantastic to us now. 

Undoubtedly the prophets in their 
speculations have overstated the case; 
nevertheless I feel certain we are in for 
many new developments that will have 
a profound influence on our everyday 
lives. 

As telephone men we should not, like 
the ostrich, stick our heads in the sands 
of skepticism and stand still while pro- 
found changes are going on around us. 


- It may well be that the future of our 


industry may be greatly influenced by 
the new art of electronics. 

The word, electronics, as generally 
used embraces the many applications of 
vacuum tubes, photo cells and cathode 
ray tubes. Principal of these applica- 
tions are radio, television, facsimile 
transmission, carrier systems, etc. It 
has come to include so much that it is 
now easier to specify those phases of 
the electrical art which are not classi- 
fied under the electronic banner, viz: 
electrical light and power, and ordinary 
telephone applications. 


The Key Electronic Devices 

Judging from current advertising, any 
device involving a few resistors, con- 
densors and relays in a trick circuit 
is labeled as an electronic device. In 
sizing up the electronic picture with 
a view to determining its possible influ- 
ence on our future welfare it would be 
well to examine each of the key elec- 
tronic devices in terms of their present 
or potential applications in the tele- 
phone field. These devices are the: 


(1) Vacuum tube 

(2) Photo cell 

(3) Cathode ray tube 
(4) Quartz crystal 
(5) Klystron 


The present applications of the ordi- 
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nary vacuum tube in the telephone field 
are well known to all of you, viz: their 
use io repeaters and carriers. The full 
possibilities of vacuum tubes in the 
telephone field have not yet been real- 
ized. For example: a general upgrad- 
ing in transmission on rural lines might 
be brought about by the use of vacuum 
tube amplification in the receiver cir- 
cuit. Vacuum tube amplifiers could well 





Progressive telephone men will not want to stick 
their heads in the sands of skepticism while pro- 
found changes go on around them. 


find greater application in cable and 
open wire testing equipment. Specialized 
tubes are now available selling for 
less than a dollar that could be used to 
replace the delicate galvanometer in a 
Wheatstone Bridge. The vacuum tube 
in conjunction with the photo-cell and 
sound film might be used to furnish 
time service to subscribers who would 
need only to dial a specified number to 
hear a well modulated with a 


smile give the correct time. 


voice 


Cathode Ray Tubes 

Cathode ray tubes are perhaps the 
most fascinating of the several key elec- 
tronic devices. Consisting of a long 
glass-evacuated tube with an enlarged 
end, they permit a beam of electrons 
to trace on a fluorescent screen a vividly 
glowing pattern that is controlled by 
electrical waves applied to the beam. 
In television the pattern traced is the 
scene at the distant end of the wire or 
radio circuit. In electrical measurements 
it is a graphical curve of the electrical 
quantity under measurement. 

The principal application of the 
cathode ray tube in the telephone field, 
aside from general measurement work, 
would be in a video television unit at- 
tached to special long distance tele- 
phone booths in which you would be 
able to both see and hear the person 
on the other end. One doesn’t need to 
be a Jules Verne to predict that within 
a relatively short time after the war 
such special radio services may be avail- 
able. I cannot foresee that television 
will ever be a part of the regular tele- 
Phone service. At least under the 
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Salvaging all possible material is an 
important factor in winning our battles 
at home — battles against shortages, 
wear, time, and lack of manpower. 

To Independent telephone companies 
it has still further meaning. Thanks to 
Autelco Rebuilding service salvaging 
means you can renew and use that old 
equipment you had slated for the dis- 
card. It means, further, that you can 
keep your service standards at peace- 
time levels. 

Here's why: Autelco Rebuilding is a 
unique method of making efficient and 
smart looking telephones and switch- 
boards from old ones. It means much 
more than just repairing; it means re- 
building piece-by-piece—just as equip- 
ment is first assembled at the factory— 
from the ground up. With this treatment, 
Autelco Rebuilt apparatus performs 
like new despite the fact that it uses 
little or no critical material. 

Get further details—find out how sal- 
vaging by the Autelco Rebuilt process 
can help you win your battles against 
equipment shortages 
and wartime mainte- 
nance burdens. 


NOTE: Orders for Auteico 
Rebuilding Service may quali- 
fy for priority rating under 
WPB Maintenance and Re- 
pair Orders. Please include 
priority certification with all 
orders. 


The Mark of 
Quality in 
Rebuilding Service 
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MAKERS OF TELEPHONE, SIGNALING AND COMMUNICATION APPARATUS 
ELECTRICAL ENGINEERS, DESIGNERS AND CONSULTANTS 





Distributors in U.S. and Possessions: 

AUTOMATIC ELECTRIC SALES CORPORATION 

1033 W. Van Buren St., Chicago 7, U. S. A. 

Export Distributors: INTERNATIONAL AUTOMATIC ELECTRIC CORPORATION 





present state of the art it is ruled out 
by the necessity for special coaxial cir- 
cuits capable of carrying a wide band 
of frequencies, and also by the elabo- 
rate character of the transmitting and 
receiving equipment required. 


The Quartz Crystal 

Probably the smallest, yet the most 
important single item in the communi- 
cation field today, is the quartz crystal. 
Consisting of nothing but a small, thin, 
flat square of Brazilian quartz about 
the size of a quarter, it is a vital link 
in thousands of radio transmitters and 
receivers on battleships, jeeps, planes, 
and even tanks. The quartz crystal is 
to a radio transmitter what a master 
clock is to a number of secondary 
clocks. Although nothing but a thin 
slab of rock, it is in effect a generator 
of alternating current. The higher the 
frequency to be generated, the thinner 
must be the slab of crystal. 

It is these tiny quartz crystals that 
enables the familiar “walkie-talkie” 
radio sets of our armed forces to func- 
tion so effectively. It is quartz crystals 
that permit our tanks, jeeps, and planes 
to keep in close contact with each other 
during the heat of battle. It is quartz 
crystals that should make our carrier 
systems of the future more effective. 

It is interesting to note that because 
of the great demand for crystals for 
war purposes, many new crystal fac- 
tories have been started and new and 
improved methods of turning out crys- 
tals have been developed. 

The practical result of this is that 
better, yet cheaper, crystals will be 
available after the war, and this should 
have some influence on both the design 
and cost of carrier systems. It may also 
make multi-channel high frequency 
radio-telephone links very practical. 

It may be that the quartz crystal will 
become a common component in the 
telephone plant of the future. 


The Klystron 

The klystron is a newcomer to the 
electronic tube family. First announced 
about 1937, it was hailed as a new elec- 
tronic tool that had many possibilities. 

Reduced to its simplest terms, it was 
in reality nothing more or less than a 
vacuum tube of unique design capable 
of producing strong radio waves of 
ultra-ultra high frequency. It was early 
recognized that the klystron would be 
of particular value as a source of radio 
frequency power for blind-landing sys- 
terms at airports. This is because of 
the ease with which the ultra-high fre- 
quencies which it generates can be fo- 
cused in any desired direction and in a 
narrow beam. 

Because of military restrictions affect- 
ing the national security, it is not per- 
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missible to discuss at this time either 
the mechanics or the theory of the op- 
eration of certain unusual signaling 
devices now being employed by our 
armed forces. I can say, however, that 
I see no useful direct application of 
these devices, as such, in the telephone 
field. 

But there is an excellent possibility 
that certain mechanisms used to gener- 
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How will the telephone fit into the fantastic 


world of tomorrow after the war ends? 


ate and detect the ultra high fre- 
quencies used by these new wartime 
devices will have application in the 
telephone field. If these ultra high fre- 
quencies were to be used as telephone 
channels, antenna could be installed of 
such size and shape as to permit mount- 
ing on pole tops or the roofs of central 
telephone beaming the 
radiated waves to some desired location. 
Interference to or from other radio 
services would be kept to a minimum 
by the focusing of the radiated waves 
into narrow beams, and also by the 
fact that the ultra-short waves are 
effective only over a relatively short 
distance. 


offices and 


We have known for some time that 
there is room for several hundred thou- 
sand voice channels in that region of 
the radio spectrum where the klystron 
ultra high-frequency generating tube 
operates. The question therefore arises 
in a speculative way as to how these 
thousands of ultra high frequency voice 
channels could be utilized in the tele- 
phone industry. I think there are sev- 
eral possibilities, namely: 


(1) The possibility of replacing open 
wire rural circuits with ultra-short 
wave radio channels. 

(2) The use of these radio channels 
to replace short-haul toll open wire cir- 
cuits. (It is to be noted that short 
waves operate in much the same man- 





ner as optical waves, and are inter- 
cepted by the curvature of the exrth, 
hence they are suitable for only short 
distances, unless relay stations are 
used. ) 

(3) These ultra short waves would 
permit the installation of telephones in 
commercial delivery vehicles, se: vice 
trucks, etc., on a limited basis. 


I do not consider there is any possi- 
bility of ultra high frequency radio 
channels ever substituting for exchange 
city open wire or cable circuits. 


Speculations of the Press 

We should all be rather carefu! in 
predicting what will not take place, for 
it will be recalled that many of our an- 
cestors said that the horseless carriage 
was merely a passing fancy. Those of 
you who read Colliers may have ob- 
served in recent issues some articles 
titled “The World of Tomorrow,” by 
David Woodbury. Mr. Woodbury, in his 
flights of fancy, has touched on our 
business several times. Among other 
things, he is predicting that every car 
— if not individual, will be 
equipped with a radio-telephone which 
will permit calling or being called at 
any time. He also suggests that the 
telephone of the future will have a key- 
board on which numbers can be set up 
more quickly than with the present dial 
arrangement. 
he visualizes a directory consisting of 


every 


In his dream telephone, 


microfilm located in the base of the in- 
strument and with an ingenious me- 
chanical arrangement that will quickly 
project on a viewing screen any desired 
page of a telephone directory. Mr. 
Woodbury’s ideas are neither as far- 
fetched nor as new as might first 
appear. Several years ago I recall see- 
ing a dial telephone which enabled the 
listener, by merely pressing and releas- 
ing a lever, to select any one of several 
numbers. This device was really ahead 
of that suggested by Brother Wood- 
bury, yet I doubt that many of these 
special self-dialing instruments have 
been placed in service other than on 
an experimental basis. 


Likewise, the idea of microfilm, while 
new to the telephone business, is an 
old story in banks, libraries, and other 
places. It is perfectly practical, as I 
see it, to boil a telephone directory 
down to microfilm size and arrange it 
on a roll so that the subscriber by oper- 
ating a dial or knob, could quickly turn 
to the page desired. Such a device, al- 
though technically feasible, would have 
a number of objections from the stand- 
point of the telephone company, and 
among other things would require 
either connection to the local lighting 
source or internal batteries to furnish 
the necessary illumination for projec- 
tion of the microfilm image onto a view- 
ing screen. 
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ADVICE FROM THE 
OLD SAGE 


just prior to taking the speaker’s 
platform at the national conven- 
tion to give an address, B. C. 
Burden received a telegram from 
his friend and TELEPHONY’S 
Washington editor, Francis X. 
Welch, typifying the latter’s wit 
and personality. The telegram 
ré ad: 

“You should have consulted me 
before attempting public address. 
Could have given valuable point- 
ers from vast personal experience, 
such as the time I spoke before 
50,000 people in Yankee Stadium. 
Gist of my remarks on the occa- 
sion was “peanuts, popcorn, chew- 


ing gum, hot dogs, etc.” 














As to Mr. Woodbury’s prediction that 
the average citizen carry in his vest 
pocket or in his automobile a miniature 
two-way radio-telephone which would 
enable him to make or receive calls 
through the local telephone system, I 
can only say, however, that the possi- 
bility is so remote as to deserve no 
consideration. The same idea, applied 
on a limited scale to certain classes of 
commercial vehicles might find some 
public acceptance in the large cities. 


Facsimile in Telephone Field 

In surveying the electronic field for 
devices that might have possible appli- 
cation to our business, it occurs to me 
that the simplified facsimile receivers 
and transmitters that are now avail- 
able might have some possible field 
of use. 

The relatively low cost and simplicity 
of the modern facsimile unit would 
make it adaptable for installation on 
business premises as a means of receiv- 
ing and sending telegraph messages 
and in place of the more expensive and 
complicated printing telegraph ma- 
chines. Some arrangement might be 
worked out whereby telephone  com- 
panies could furnish both circuits and 
facsimile units to their subscribers and 
so arranged that the telegraph com- 
pany could transmit messages directly 
to the recipient over the telephone local 
loop. Likewise the telegraph user could 
get his message to the telegraph office 
in its original form without the neces- 
sity of a messenger. This arrangement 
would not necessarily need an extra cir- 
cuit, as the subscriber’s regular loop 
might be used. 


Steel Wire Recording Units 

Another interesting device, that is 
now in a practical form, is the electro- 
magnetic steel wire recording unit 
which enables the recording of the hu- 
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THEY WANT TO KNOW IF WE'LL 
TAKE THE CALL “CHARGES REVERSED”? 











SEEKING SOUND ALTERNATES 


FOR “GONE-TO-WAR” SUPPLIES? 
Ask your Graybar Man for help 


If an item you've always used is un- a fast, effective link with a long list 
available and an alternate must be of leading suppliers. The burden of 
selected, GRAYBAR can serve you un- checking individual sources for the 
usually well. GRAYBAR’S nationwide item you need is eliminated. 

contact with independent telephone Why not make GRAYBAR your “ma- 
companies brings to light a wide terials mobilizer” for the tools, hard- 
range of service experience — mini- ware, insulators and other supplies 
mizing “trial-and-error” on your part essential to wartime service on the 
in selection. home front? Just call your local 

In addition, one call to GRAYBAR is GRAYBAR Office. 





IN OVER SO PRINCIPAL CITIES 
Executice Offices: GRAY BAR BUILDING, NEW YORK 17, N. ¥- 
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man voice on steel wire. The wire is 
wound on spools and can be reused by 
electrically erasing the magnetic re- 
cording. A device of this type could 
best be used as an answering gadget 
which could be turned on so as to re- 
ceive incoming calls during the absence 
of a subscriber. A message recorded on 
the steel wire would tell the calling 
subscriber to leave his telephone num- 
ber and message, which would be 
recorded on the steel wire. Any recorded 
messages could then be “played back” 
upon the return of the subscriber. From 
a practical standpoint, such devices do 
not hold forth much promise of addi- 
tional earnings as I see it because of 
the limited demand that would exist. It 
might also have application as a 
weather announcing system. The 
weather could be recorded each day and 
the service made available by dialing 
or calling a number. 


Must Be Alert to Developments 

All things considered, I do not be- 
lieve that any electronic developments 
that we can now foresee will revolution- 
ize or even change substantially our 
telephone way of life, yet I think we 
will be short-sighted in our policies if 
we do not keep completely informed 
and alert as to all possible applications 
of electronic developments in the tele- 
phone field. 

Above all, we should be extremely 
vigilant in connection with develop- 
ments in the ultra-high frequency radio 
field so that we may not be left out in 
the cold should it develop that these 
ultra-highs will prove useful as an ad- 
junct to our business. We must not 
lose sight of the fact that unlike metal- 
lic circuits which we can put up or take 
down at will, under the present FCC 
regulatory set-up we cannot use “radio 
circuits” regardless of how high or how 
low the frequency unless we are granted 
a license by the Federal Communica- 
tions Commission. 

It is entirely conceivable that certain 
portions of the ultra-high frequency 
spectrum might be turned loose to the 
public in much the same way as the 
lower frequencies are now available to 
the licensed amateurs. This would be 
a very undesirable situation from a 
telephone standpoint as it might lead 
to the setting up of many house-to- 
business two-way radio-telephone cir- 
cuits which would interfere with the 
concept of universal communication to 
which all telephone companies should 
work, and yet the novelty of such cir- 
cuits would have substantial public 
appeal. Probably any help we receive 
from new developments will come 
about through improvement or modifi- 
cations of what we already have rather 
than through any trick tube or radio 
circuit. 
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Developments In 
Depreciation 


(Concluded from page 57) 





However, for rate purposes, it is dif- 
ficult to see how any other basis could 
logically be used than the basis of 
property valuation for such purposes. 
We disagree with any conclusion that 
original cost less accrued depreciation 
should be the basis for rate making. 


I. The last item—No. 43—refers to: 


RESPOSIBILITY OF MANAGEMENT AND 
PUBLIC ACCOUNTANTS 

(43) Management and public ac- 
countants have a responsibility to in- 
dicate in financial statements the 
proper depreciation expense and the 
reserve requirement, according to their 
best information after appropriate 
study, in those instances where the 
book figures are inadequate or exces- 
sive in a material amount. 


We believe there will be no diffi- 
culty in the application of this prin- 
ciple after agreement on fundamentals 
of depreciation accounting has been 
reached between all interested parties. 


While your committee does not agree 
with some of the conclusions enun- 


ciated in the report, it does recoynize 
its value as a comprehensive treatise 
on this involved and perplexing sub- 
ject. It may rightfully be expected 
that its preparation will result in im- 
proved understanding both on the part 
of regulatory bodies and of regulated 
industries. 


It should be noted that the report 
was “received and distributed” rather 
than being accepted or approved by 
the National Association of Railroad 
and Utilities Commissioners. In that 
light, the doctrines or declarations to 
which we object are not stamped with 
NARUC approval and they do not as- 
sume the character of authorized regu- 
latory practise or procedure. Rather 
it is to be hoped that the report in its 
present status may bring about open 
and frank discussions between the 
NARUC depreciation committee and 
representatives of regulated industry 
to the end that mutually agreeable 
conclusions may be reached. 


Your committee recommends that 
this association continue the study of 
the subject and that it present its 
views to the NARUC Committee on 
Depreciation. 
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“YEAH, THE TELEPHONE COMPANY WANTS TO BORROW IT 


BACK FOR ACTIVE SERVICE—DURING THE SHORTAGE” 
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A Look Ahead in 
The Business 


(Continued from page 26) 





does not mean we should rest on our 
oars and assume that because of the in- 
herent stability of our business and the 
unlikelihood of any major upheaval 
after the war, we have no job to do. 
The Wall Street Journal of last 
January referred to us as the “biggest 
little business.” Now if they had said 
“the best biggest little business,” I 
would have been satisfied. Which brings 
me to the point that we must strive to 
build up a reputation extending from 
one end of the country to the other for 
rendering the finest telephone service 
on earth. We must get rid of the 
“whoop and holler” reputation which 
we bear in some sections of the country. 
Although we do not always see eye 
to eye with the Bell System, we can- 
not help but admire the country-wide 
reputation for fine, uniform service 
which it enjoys. The Bell System has 
an “esprit de corps” that extends from 
the largest metropolitan area to the 
smallest exchange which it operates. 
We should set as our No. 1 goal the 
general improvement of service ren- 
dered by Independent companies. We 
should try to install in all Independent 
companies, from the largest down to 
the individual mutual line company, the 
need for rendering a uniformly good 
grade of service. I know you will say 
there are many difficulties in such a 
campaign, and I well appreciate what 
they are. But I do not consider them 
insurmountable, and I think much good 
could be accomplished by a service im- 
provement campaign in our industry. 
Let’s set our sights high in this regard. 
We must emphasize the need for 
good standard construction, adequate 
maintenance, proper operating prac- 
tices, and high-grade transmission. I 
think we will be agreeably surprised by 
the results of a program calculated to 
bring about a general “toning up” of 
Independent telephone company service. 
I certainly do not wish to imply that 
Independent companies, small or large, 
are not at present doing a good job. As 
a matter of fact, many of our very 
smallest companies are doing a splendid 
telephone job and one which could 
hardly be equalled by some of our 
larger companies. But I do feel that 
all of us have room for improvement. 


Post-War Era 
I have included this subject of post- 
war policies in my talk to you today in 
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The Proven and Accepted 
Standard 
For Charging and Floating 


Telephone Exchange Batteries 


Let us show you how the Diverter Pole Gen- 
erator has fully solved the charging problems 
of hundreds of users, with appreciable reduc- 
tion in power costs, materially increased bat- 
tery life, and with exchange voltage held more 
constant than ever before. 


The Diverter Pole Generator follows the ex- 
change load, leaving the full battery capacity 
available for emergency service. 


Ask for Bulletins. 





The Glectric Products (Co. 


CLEVELAND. OHIO 
1739 Clarkstone Road 


New York Office 126 Liberty Street 
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TO SPEED 
PRODUCTION 


As industry rewards employees who sug- 


gest ideas that speed production, so do 





“Yankee” Fine Mechanics’ Tools reward 
industry by saving time and energy on 
countless jobs. From Spiral Screw Drivers 


to Tap Wrenches and from Automatic 





Drills to Bit Braces, each “Yankee” Tool 
has been painstakingly designed to get 
things done. Ingenious and dependable, 
“Yankee” Tools have contributed to the 
efficiency of American production for 
nearly half a century. Today, of course, 
they’ve gone to war, and even our all-out 
effort cannot meet every wartime demand. 
Order from your supply house or write to 
us ...c/o Dept. T-1043. Every effort will 


be made to meet your requirements. 


“YANKEE” Spiral Screw Driver No. 130A. A Size for Every Purpose 


“YANKEE TOOLS 


make good mechanics better 


North Bros. Mfg. Co., Phila. 33, U. S. A. 
Established 1880 














order that I might apologize tu Mr. 
Blomeyer who will speak to you to- 
morrow on “What is in store f 
after the war” because it was im))ossi- 
ble for me to cover those points that ] 


{ 


us 


feel more strongly on without eneroach- 
ing on his subject. Since I have alivady 
encroached on Mr. Blomeyer’s su ect, 
I would like to call your attention to a 
statement made two weeks ago before 
the Post-war Economic Policy and 
Planning Committee of the United 
States Senate by Dr. Moulton, presi- 
dent of Brookings Institution, the well- 
known research organization. Dr. 
Moulton said that the biggest post-war 
problem will be unemployment. Among 
other problems he mentioned that of 
taxation policies and business expan- 
sion. Further, I feel, and state catevori- 
cally, that too much cannot be said or 
too much emphasis placed on this story 
of things to come. 


Tax Burden 

As stated by Dr. Moulton, one of the 
serious problems confronting us is that 
of taxation. A very interesting pamph- 
let was published lately under the 
auspices of the Committee on Economic 
Policy, U. S. Chamber of Commerce, en- 
titled “‘The Problem of Business In- 
centives.” The pamphlet pointed out 
that the nation’s labor supply increases 
annually at the rate of 700,000 people; 
that returning soldiers will add materi- 
ally to the total available labor supply; 
that there simply must be a consistent 
expansion in employment facilities if 
we are to have prosperity; and that 
“unless public, business and_ labor 
policies make every effort to remove 
barriers to new investment, we might 
as well recognize the fact that we can- 
not solve the unemployment problem.” 

A goodly part of the pamphlet to 
which I refer was devoted to a dis- 
cussion of the tax situation. The 
pamphlet gave the following quotation 
from the August issue of the Tax Re- 
view: 


“Unwise regulation is a powerful 
brake on productive forces but excessive 
taxation locks the wheels. Heavy busi- 
ness taxes deter production for the 
following reasons: 

“(1) They add to the price of goods 
produced and reduce consumption; 

“(2) They reduce profits and sub- 
stitute apathy and caution for vigor, 
confidence and optimism and thus de- 
press employment and wages; 

“(3) They deter investment and de- 
stroy incentive to expansion and risk- 
taking.” 

The seriousness of the tax situation 
as concerning operating telephone com- 
panies can be appreciated more clearly 
when it is realized that the percentage 
of tax expense to total earned revenues 
in 1937 was approximately 17 per cent 
and for the year 1942 had increased to 
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appr ximately 33 per cent. In addition 
to the taxes paid on income, our com- 
panies are required to collect and re- 
mit to the federal government taxes on 
local and toll subscriber charges which 
amounted to approximately 3 per cent 
in 1927, and has increased to approxi- 
mately 13 per cent in 1943. 

Present indications are that strenu- 
ous effort is being exerted to materially 
increase this already heavy tax burden. 
Each of us as individuals and as mem- 
bers of going concerns fully appreciate 
the fact that this war and the peace to 
follow must be paid for and that the 
price will be exceedingly dear. At the 
same time we must as strongly and as 
energetically oppose the levying of 
taxes that are excessive and that in the 
end will kill the goose that lays the 
golden egg. 


Conclusion 
I cannot bring these remarks to a 
conclusion without repeating that I 
have enjoyed serving as your president. 
I have received the finest cooperation 
from other officers of the association, 
from the association staff, from com- 
mittee members and from the industry 
generally that any man could hope for. 
To each of you as individuals and to 
the fine organizations you represent, my 
sincerest wish is for your continued 
prosperity and success. 
Vv 


Ex-Telephone Employe Receives 
Purple Heart for Husband 

Third Officer Ellen A. Wilsey of the 
Women’s Army Corps, formerly associ- 
ated with the Commonwealth. Tele- 
phone Co., Madison, Wis., received 
word from the War Department 
recently that her husband, First 
Lt. Albert J. Wilsey, Jr. will be 
awarded the Purple Heart and the Air 
Medal posthumously. Lieutenant Wil- 
sey, an Army pilot, was reported miss- 
ing August 28, 1942, when his plane 
failed to return after enemy action in 
the Aleutian Islands. In June, Third 
Officer Wilsey received word that the 
War Department had given him up as 
dead. 

In January, 1943, she enlisted in the 
WAC and completed basic training 
and officer’s. training at Fort Des 
Moines, Iowa. During the long time her 
husband was reported missing, life in 
the WAC kept her so busy and her 
mind so occupied, she was able to for- 
get her apprehensions for short periods 
at least. is 

A tribute was paid Mrs. Wilsey re- 
cently by the Commonwealth Telephone 
Co. when her photograph in uniform, 
was featured on the front cover of 
“Company News,” employes’ magazine 
of the company. Inside was presented 
a complete story concerning the Wilseys 
and their contribution in the war. 
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LINE MATERIAL 
PRODUCTS INCLUDE 


ANCHOR and GROUND RODS 
BOLTS BRACES 
HOUSE and POLE BRACKETS 
TRANSPOSITION BRACKETS 
CABLE GUARDS and STRAPS 
CABLE SUSPENSION CLAMPS 
GUY WIRE PROTECTORS 
LAG SCREWS POLE STEPS 
STEEL PINS 
WASHERS (Round and Square) 


—and other Hardware for 
Telephone Line Construction 























Methods of making pole line hard- 
ware may change. Supply varies. 
But, in Line Material Hardware 
there's one constant, unchanging fea- 


ture ... QUALITY! 


Nowadays that's particularly im- 
portant. Why? Because that con- 
sistent high quality that's built into 
L-M products cuts down on replace- 
ments. It helps save metal by doing 
so... it helps save machinery .. . 


it helps save labor. 


Quality isn't something new to Line 
Material Hardware . . . something 
that grew out of circumstances that 
make extra care necessary. It's some- 
thing that's been in every piece of 
L-M Hardware for over 30 years 

. . anchor rods, bolts, clamps, 
guards and all the other members of 
that big, famous family. 


That's why so many telephone men 
“play it safe" and depend on L-M 
‘y hold their lines. 


DISTRIBUTED BY 


AUTOMATIC ELECTRIC 


SALES 


CORPORATION 





1033 WEST VAN BUREN STREET * CHICAGO 7, ILLINOIS 
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USITA Washington 
Activities 


(Continued from page 30) 





Washington picture would be authentic 
without reference to them. 


In a-report to the American Bar As- 
sociation in August by its special com- 
mittee on administrative law the follow- 
ing indictment was drawn: 


“At present, particularly with war- 
time or emergency agencies but affect- 
ing also the regular establishments, 
there is a maze of interrelated and in- 
terlocking organizations, independent 
and departmental agencies, presidential 
and statutory offices, coordinators and 
conciliators, committees and _ boards, 
agencies ‘in’ but not ‘of’ departments, 
general delegations of broad statutory 
powers, and enlarged agency staffs 
which change daily in their internal 
organization. 

“As a result the citizen often not 
only does not know where to go or what 
to do but, even if he does go some place 
and do something, the problem of 
getting an authoritiative decision is 
often appalling and results impossible. 
The system too frequently operates to 
prevent action and it thus is the very 
antithesis of that flexibility and adapta- 





MEETS FULLY EVERY REQUIREMENT AND ASSURES 


tion which cited as a basic reason for 
the existence of administrative justice. 
The frustration of the citizen in this 
condition is reflected in public agencies 
themselves. One agency is_ pitted 
against another. It is difficult for Con- 
gress itself to discover the precise ad- 
ministrative set-ups which it attempts 
to investigate on many fronts.” 

When I was going to school some 
years ago a professor of mine told us 
that we should so shape our conduct 
that the restraints of law would be felt 
less and less with the passage of time. 
That was before the days of the be- 
ginning of the intense centralization of 
powers of government in Washington, 
and the issuance of administrative 
rulings in volumes without end, wit- 
nessed notably since 1920 and especially 
during the past decade. 


The elimination of many of the bur- 
dens now suffered by business in the 
form of limitations and prohibitions 
and mandates of one description and 
another is the fervent hope of every 
man who has to meet a payroll. These 
edicts of agencies of government have 
imposed a severe strain on telephone 
companies—on their financial resources, 
on their manpower and womanpower, 
and on their patience. 


Telephone companies are not in 


politics, and I would be the last to 
recommend that they get into politics. 


LONG TROUBLE-FREE SERVICE 


Once you've installed Sub-Cycle you 
can be assured that there will be no 
routine maintenance to worry about, for 
there's no moving parts, nothing to 
adjust. Sub-Cycle will give you long, 
efficient service—it is economical and 
quiet in operation, produces a powerful 
ringing current and does not interfere 


with radio reception. 


MADE IN 6 MODELS for loads ranging from 
Output 


Small PBX to Large Central Office. 
capacity 7!/2 watts to 40/50 watts. 


ALSO PULSATORS 
* 


Sold by Leading Distributors 
THE LORAIN PRODUCTS 








CORPORATION 


LORAIN, OHIO 








But it is certainly a permissible and 
legitimate theory which suggests that 
those who run the great public service 
enterprises of this country, so essentia] 
to the nation, ought to apprise, by « very 
proper means, their elected representa- 
tives in Congress of the burdens im- 
posed and the problems created by 
many of the complicated and fre- 
quently wholly unnecessary regulations 
that now exist. 

After all, communication of that 
knowledge to their elected representa- 
tives would only be an exercise of the 
right of petition which is guaranteed 
to every man by the basic law of the 
land. 

Telephone men are patriotic, loyal 
men. They are anxious to observe care- 
fully every mandate which a reasonable 
government may impose. At the same 
time they want free enterprise to pros- 
per, immune from any restraint not 
actually required in the legitimate 
exercise of sovereign power to pro- 
tect the public.... 


Down the Highway of Life 

The crucible of war has created in 
telephone people an enlarged capacity 
for doing things better. Out of that 
crucible have come many _§ striking 
examples of devotion to duty, of better 
methods, of improved technique, of 
more efficient ways of performing cus- 
tomary tasks in shorter time and with 
fewer tools and less material. 

The achievements of the telephone 
industry, in this crucible, shine in more 
resplendent glory than they can be por- 
trayed by any impotent words of mine. 

It is a stirring experience to be as- 
sociated with the men and women 
whose high conception of their responsi- 
bilities and whose singleness of purpose 
is to provide an efficient communication 
system. 

Those engaged in this pursuit are all 
working in a great laboratory — the 
laboratory of experience and service 
with the human element of transcendant 
importance. 


These men and women, intolerant of 
mediocrity, are constantly searching for 
better ways to acquit the obligation of 
the industry of which they are a part, 
to give to the public a constantly im- 
proved service. 

Those who are aflame with this zeal 
are joined by others whose purpose like- 
wise looks toward progress in the art 
of telephony. I refer to the men and 
women in the plants of our telephone 
manufacturers, without whom the goal 
of the operating companies would be 
impossible of attainment. The loyal 
workers in these integral and indis- 
pensable parts of the common whole 
march with joined hands down the 
highway of American economic and 
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socia! life serene and content in the 
know ledge that they are engaged in the 
magic and indispensable art of speeding 
the inessages of mankind through the 
medium of invisible forces. 





Manufacturers 
And Independents 
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at work—simpler, better, more accu- 
rate telephone operating equipment. 
Let me likewise refer briefly to 
the human element involved. We have 
had to increase our forces greatly. I do 
not know the details with respect to 
the others, but we are turning out in 
some months today, more goods than 
we were in any year between 1931 and 
1940. Both our telephone and our 
radio business have expanded in about 
the same proportion. This expansion 
has meant that we have had to throw 
on young and previously untried men 
and women a heavy burden of respon- 
sibility and they have measured up to 
it wonderfully well. Most of these 
men and women in supervisory posi- 
tions have been taking special training 
courses to develop their ability to di- 
rect others. It is they who will soon be 
carrying forward the full job of pro- 
ducing the equipment you will need. 
But not they alone, for back to our 
companies are coming the men who 
have gone away, many of them well 
prepared to undertake work of far 
greater importance than the jobs they 
previously held. Let me give you a 
simple example. Last Friday night to 
the bowling alley where the Stromberg- 
Carlson league holds its weekly ses- 
sions came a young man from a Texas 
flying field. He had been a timekeeper, 
and I had twice kept him from being 
summarily fired, for I was sure there 
was good in him. Now a radio oper- 
ator, and needing only training in gun- 
nery before he perhaps becomes a 
member of the crew of some flying 
fortress, it was quite evident that the 
kiddish way of thinking that had made 
him a trial before and twice almost 
lost him his job, was gone. Let’s hope 
he comes back to us, for he will have 
new ability to offer us. 
And let us hope for, 
plans for the future will be of no 
avail unless this comes, a nation in 
which, mindful of the mistakes of the 
past, free men are left to work out 
freely, and with the barest minimum 
of governmental guidance and super- 
vision, the destinies of the institutions 
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(rapo 
HIGH-TENSILE 


LOW-RESISTANCE 


LINE WIRE 





300-foot Spans of 
Crapo HTL-135 Line Wire 
in Heavy Loading District 


LONGER SPANS 
STRONGER SPANS 


YOU can conserve time and materials, reduce 
maintenance, improve service by specifying 
Crapo High-Tensile, Low-Resistance Line Wire 
for both new and replacement work. 


Longer, stronger spans made possible by these 
high-strength wires cut down the number of 
pole structures required, save man-hours in 
building and in maintenance. 


Crapo HTL-85 permits spans of 225 feet in 
heavy loading to 375 feet in light loading dis- 
tricts; provides stronger spans on existing lines. 
Crapo HTL-135 makes possible spans of 350 
feet’ in heavy loading to 500 feet in light 
loading districts. Both possess transmission 
qualities superior to those of standard B. B. 
wire. 


Valuable technical data and con- 

struction practice information will be 

forwarded on request. Ask for Bul- 
letins No. 201 and No. 202! 


Distributed by: 


STROMBERG-CARLSON 
COMPANY 


Factory and General Offices: 
Rochester 3, N. Y., U.S. A. 


Branch Offices: 


Chicago Kansas City San Francisco Toronto 


82 





| 


| which they will then found and de- 


velop. 
The Independent telephone industry 


| ° 
| was created in the very atmosphere we 
| must preserve. You operating men are 


the ones who created it and must carry 
it forward. We manufacturers but 
serve your needs. But believe me we 
are going to be prepared to serve you, 
faithfully and well. 





Employment 
Problems 


(Continued from page 37 





| portation, 


member of the National Board’s Wage 
Stabilization Division. 

A documented summary of this com- 
pany’s experience in this matter is in 
the committee’s files and will be made 
available to any member making a re- 
quest for it. 


In continuance of its functions in the 
matter of labor disputes, where wages 
are an issue involved, the National and 
Regional Boards follow the same rea- 
soning established for stabilizing wages 
as is followed in the handling of ap- 
plications for voluntary wage adjust- 
ments. Occasionally, however, new vari- 
ations of these policies are contained in 
dispute case decisions, and close study 
of these matters from week to week 
reveals the constantly-changing shape 
of wage stabilization policy. It is ad- 
visable for employers to keep fully in- 
formed on these matters in order that 
they may take every advantage of such 
changes in seeking approval for volun- 
tary wage or salary adjustments. 

This brief review has touched only 
a few of the “high spots” in the entire 
picture of wage and salary stabiliza- 
tion. Since proper wage treatment is 
an essential factor in preservation of 
the type of employment relations neces- 


| sary to continuance of high-grade tele- 


phone service, your committee invites 
you to direct particular problems of 
this nature to it through its chairman 
or through the Washington office of the 
association. 

On July 17 the association was noti- 
fied by the Wage-Hour Division of the 
Department of Labor that it proposed 
to appoint an industry committee to 
consider the question of raising the 
minimum wage applicable to the trans- 
communication, and other 
public utilities industries. The letter 
stated that it would be the responsi- 


| bility of the industry committee to rec- 









ommend to the administrator the high- 
est minimum wage between 30 cents 
and 40 cents an hour which would not 
substantially curtail employment in the 
industry. 

The administrator also asked in gen- 
eral terms the number of workers in 
our industry who are being paid less 
than 40 cents an hour together with 
the geographic areas in which 
workers are employed. 


hese 


In answering this letter we raised 
the question whether the Independent 
telephone industry should be included 
in the group of transportation and 
other public utilities and suggested 
that, if an industry committee had to 
be appointed at this time, the Inde- 
pendent telephone group be permitted 
its own industry committee to consider 
its employment problems without re- 
gard to wages being paid in the trans- 
portation or other public utility busi- 
nesses. 

Following an exchange of letters, 
S. A. Lane and I had a conference 
with Administrator Walling and mem- 
bers of his staff in New York City on 
August 19. At this conference, in spite 
of the most convincing arguments Mr. 
Lane and I could produce, Mr. Walling 
insisted that the law permitted one in- 
dustry committee to be appointed for 
groups of industries and in the interest 
of the economy of government money 
and the saving of time on the part of 
individuals serving as members of in- 
dustry committees, as well as conserv- 
ing the time of the staff of the Wage- 
Hour Division, that one committee 
would be appointed to investigate the 
wages of the transportation, public 
utility, and communications companies. 

The statement was made at this con- 
ference that the Independent telephone 
industry is the only one which is not 
now paying a 40-cent minimum. You 
should understand, of course, that no 
attempt is being made by the Wage- 
Hour Division nor will it be made by 
an industry committee, to adjust wages 
of switchboard operators in public ex- 
changes operating less than 500 tele- 
phones. 

At the close of our conference, Mr. 
Walling offered to appoint two or three 
men from the Independent industry on 
that committee. Up to the moment, 
that is the only concession we have 
received. 

[EpiTor’s Note: Mr. Agee was re- 
cently appointed a member of the In- 
dustry Committee — comprising 15 
persons representing communication, 
transportation and other public utilities 
—to recommend a minimum wage (re- 
fer to the news item in last week’s 
issue of TELEPHONY, page 29.)] 

The first meeting of the industry com- 
mittee has been scheduled for October 
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22, We are undertaking to have some 
information to present to the commit- 
tee which will demonstrate the effect 
upon the Independent telephone indus- 
try if the 30-cent minimum is now in- 
creased to 40 cents. If such a presenta- 
tion is to be effective, it must be made 
by witnesses who are in position to 
state with factual evidence the diffi- 
culties which would face our industry 
under a 40-cent minimum. 

With practically all industries paying 
40 cents or more for common labor, 
and with many of the regional boards 
having already designated a much 
higher wage rate than 40 cents as a 
standard living rate, there is a serious 
question in our minds whether the tele- 
phone industry can long postpone the 
date when a minimum of 40 cents per 
hour must be adopted. These may not 
sound like kind words and I am not, 
in any sense, trying to pre-judge the 
case, but it is my singere opinion that 
the telephone industry must put its 
own house in order and must make 
those adjustments in its operating costs 
which will permit it to compete in the 
open market for its labor. 

If this means a change in your rate 
schedules then I am. sure that if you 
need any outside help your state as- 
sociation or the national association 
stand ready to assist. 

The three-fold obligation of the tele- 
phone company still remains. First, to 
give adequate service to the public; 
second, to properly care for its em- 
ployes; and, third, to pay reasonable 
wages to its invested capital. 


Vv 


Point-Free Dinners May Be 
Ordered by Telephone in N. Y. 

Point-free hot dinners of baked ham 
with yams, chicken, barbecued spare- 
ribs, veal scalopini, and other good 
things are brought to one’s home in 
answer to a telephone call by a new 
dinner delivery service operating in 
New York City. Said to be the first of 
its kind, it is solving the rationing 
problems of scores of Manhattan resi- 
dents. 

To ring the dinner bell, the customer 
simply calls up the service and places 
his order. Soon a white-aproned girl 
rings the doorbell and stays to dish 
out the food from casseroles. If a de- 
livery is more than ten blocks from 
the kitchen, there’s a charge for taxi 
fare along with that of the dinner. 
The dinner frequently is delivered 
within 30 minutes. 


The average order is for two people, 


although frequently a family of six or | 


eight are served. As many as 30 or 
more persons have been served, but 
in such cases the order necessarily is 
given well in advance. 
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The Signal Corps does it again... 


Aebrenc/ 


) ‘ EFFIC 


The Newest Development 
in Military Headsets ! 


This new headset was designed to 

fit under the new helmet that pro- 

tects the soldier’s head and neck. A 
small soft plug fits into the ear, pro- 
viding a more effective seal against 
outside noises. Because the plug type 
earpiece focuses the sound directly into 
the ear, these new receivers have a tre- 
a mendously higher fidelity of response. The 
inserts are made of neoprene, thus requiring 

almost no strategic material. Now a complete, 
all-purpose headset may be issued to each tele- 


phone and radio operator individually. 


These new headphones are manufactured under 
the most rigid Signal Corps specifications. They are made 
to operate at 40° below zero and 170° above zero . . . and in 
the extremes of arid to the most humid climates. 


Power requirement is much less than required by the older 
type of headset. The response is very flat and is uniform 
within 8 Dbs from 400 to 2200 cycles and approximately 
15 Dbs from 100 to 3500 cycles. Produces an average of 
10 dynes cm? at an input of 6 microwatts. 


Consolidated Radio’s modern mass production 


methods can supply signal corps and other head- 
Phone units in quantities to cortractors. 


Producls Company 


350 W. ERIE ST., CHICAGO 10, 








Shard. Post-War 
PLANNING 7)pw/ 





PLAN now for 
that day when es- 
sential materials | 
for rebuilding and | 
rehabilitating your | 
lines again are 
available! It may 





come sooner than | 
you think. 


All post-war planning should include, of course, 
@rapo High-Tensile Line Wire—@rapo HTL- 
85 and @Crapo HTL-135. These high-strength | 


wires make possible long spans with substantial 


savings in construction costs, minimize service | 


interruptions, reduce maintenance expense. 


@rapo HTL-85 permits spans of from 225 | 
feet in heavy loading to 375 feet in light load- | 
ing districts; provides increased strength and en- | 
durance when used on existing pole structures. | 
@rapo HTL-135, with two and one-half times | 
the strength of standard B.B. wire, makes practi- | 
cable spans up to 350 feet in heavy loading, 500 | 
feet in light loading areas. Both have superior | 


telenhonic ¢ 
telep tr 


qualities. 





Ask the distributor of @rapo Galvanized 
Products for information about these high-strength | 
wires. Or, write for Bulletins 201 and 202! 


INDIANA 
STEEL & WIRE CO. 











Importance of 
Associations 


(Continued from page 50) 





officers and directors to freely contri- 


| bute their time and ability to associa- 


tion affairs. This fact remains true 
whether the association’s affairs are be- 
ing conducted primarily by a paid 


| secretary or not. We believe that the 


secretary of each state association is 
keenly interested in making membership 
in his association of value to every In- 
dependent company in his state. He 
wants, and is entitled to, the advice 
and counsel of his officers and directors. 

We have mentioned above that there 
has been some question in the minds of 
officers and directors of some of the as- 
sociations as to whether or not they 
should schedule conventions under 
present travel and hotel conditions. This 
committee has been called upon by many 
associations for advice on this question. 
We have endeavored to watch the trend 


| of attendance at the various conven- 


tions for it is this committee’s belief 
that so long as conventions continue to 
be reasonably well attended, even dur- 
ing these difficult times, such conven- 
tions are essential. The total average 
attendance at all association conven- 
tions during the last few years and 
prior to the current year was running 
at the rate of approximately 5,760 per 
annum. 

We have assembled data concerning 
the attendance record at the last con- 
vention held by each of the 31 states 
and this figure totals 5,075. We think 
this is a remarkable figure since there 


| is only a difference of about 700, or a 


falling off in attendance of only about 
12 per cent. A detailed study of the 
registration of some of the associa- 
tions has already revealed the fact that 
there have been actually more com- 
panies represented at some meetings 
held this year than in prior years 
though the total number of individuals 
who registered was less. This is indica- 


| tive of increased interest in asociation 


affairs. 


This committee has observed a 


| marked improvement in the type of pro- 
| grams offered by the various associa- 


tions during the past year as compared 
with prior years. The Independent 
people depend on their associations for 
help and guidance, particularly during 
these strenuous times, and they are 
rapidly coming to realize that member- 
ship in their associations is a thing of 
value and that they should attend their 


conventions in order to further 
by membership therein. This fac: puts 
an additional obligation on the clicers 
and directors of each association ‘o gee 
that they have well balanced provrams 
planned for their conventions. 


A number of state association <ecre- 
taries have written this committee and 
some have written the Washington 
office of the national association on the 
question as to whether or not there 
could be arranged a meeting of secre- 
taries of the various state associations 
to be held during this annual conven- 
tion. It will be recalled that for a num- 
ber of years prior to last year there 
was time provided in arranging the pro- 
gram of the national convention to 
allow for a meeting of state association 
executives, and these meetings were 
usually well attended and believed to 
have been of considerable benefit to as- 
sociations represented at these meet- 
ings. This custom was discontinued last 
year due to the fact that it was not 
thought possible to provide sufficient 
time for such a gathering during the 
national convention due to the fact that 
the convention last year, as is the case 
this year, was cut down from a four- 
day meeting to a two-day meeting. 


This committee believes firmly that 
steps should be taken possibly in con- 
nection with the spring conference 
meeting usually held in Chicago in 
April or May for a meeting of state 
association secretaries either during the 
two-day spring conference or immedi- 
ately prior or following that conference. 
We believe that plenty of time should 
be given for discussion of all subjects 
of interest submitted by state secre- 
taries and it is our recommendation 
that a study be made of this subject be- 
tween now and next spring in order to 
find out definitely as to whether or not 
there is sufficient interest on the part of 
the state associations to warrant the 
scheduling of such a meeting. 


We believe that many associations 
can enlarge their membership list ma- 
terially through increased activities 
and we urge that all association officers 
and directors seriously consider ways 
and means by which their memberships 
can be increased during the next year. 
We have been fairly free this year of 
legislation adversely affecting the in- 
dustry though we, of course, all realize 
that we have been well-flooded with di- 
rectives and orders emanating out of 
Washington, some of which were diffi- 
cult to understand and some were ex- 
tremely difficult to carry out. We be- 
lieve that had it not been for the very 
energetic watchfulness on the part of 
officers and directors of the national 
association in connection with matters 
at Washington during the past year, 
probably many much less practical and 
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workable orders and directives would 
have flooded us from Washington. 

The strength and influence that the 
national association has at Washington 
js measured to a large extent by the 
number of companies, exchanges and 
stations represented through member- 
ship in state associations and the na- 
tional association. The greater this 
membership, the greater the strength 
of the Independent telephone industry. 
Under the by-laws of the national as- 
sociation as amended, all companies of 
less than a certain gross operating 
revenue that belong to state associa- 
tions and that are otherwise qualified, 
automatically become members of the 
national association upon proper certi- 
fication to that effect by secretaries of 
the various state associations. 

State associations are urged to keep 
the national association currently ad- 
vised of the correct name and address 
of each company added to this member- 
ship, that is qualified to be enrolled as 
an active member of the national as- 
sociation as provided in Article 4 of the 
by-laws. 

In this final report of the committee, 
we the members express our sincere ap- 
preciation to the ofticers and directors 
of the national association for their fine 
spirit of cooperation during the year 
that the committee has been active, and 
particularly do we wish to express our 
appreciation to the secretaries of state 
associations that have cooperated with 
us so willingly and with so much help- 
fulness during the past year. 

The Associations Coordinating Com- 
mittee has conducted its affairs since 
appointment without expense to the na- 
tional association. 


Vv 


Bell System Conducts Survey 
Of Telephone Vocabulary 

A vocabulary of only 2,240 words 
made possible telephone conversations 
totaling 80,000 words, according to 
French, Carter and Koenig, who re- 
ported the results of a survey made by 
the Bell Telephone System. As few as 
1,421 of these words constituted 99 per- 
cent of the conversations. 


Minor words such as “at,” “to,” and 
the like, all monosyllables, were signifi- 
cantly prominent. A mere 121 of them, 
repeated again and again, constituted 
45,000 of the words. “I” and “you” 
together occurred 7,500 times. 


Considering the amount of time 
necessary to deliver talks containing 
80,000 words, it is interesting to learn 
the small number of different words re- 
quired, especially when we are in- 
formed that “I” and “you” and other 
minor words made up more than 56 
per cent of the conversations. 
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Versatile Wartime Telephone 
Used as “Washing Machine" 

Asked by a friend what she was 
making, a young woman employed by 
the Western Electric Co. said, ‘“Wash- 
ing machines.” 

When the friend observed that the 
company had never made such ma- 
chines, the young woman answered, 
“These are washing machines to clean 
up the Axis!’ 

What she was referring to were 
radio telephones for planes, tanks and 
ships, and all kinds of telephone and 
electronic equipment for field use. 


Vv 


Oklahoma Convention Committee 
Appointed; Plans Formulated 

J. W. Walton, Broken Arrow, Okla., 
president of the Oklahoma Telephone 
Association, announced the appoint- 
ment of the general convention com- 
mittee to arrange for the annual con- 
vention of the association to be held at 
Oklahoma City, November 29 and 30. 

Members of the committee are: H. 
W. Hubenthal, chairman; L. J. Bullis 
and E. B. Jeffrey, all of Oklahoma 
City; Endsley Jones, Kingfisher; L. B. 
Reeves, Purcell; W. F. Wright, Carne- 
gie; J. B. Bohlen, Nicoma Park; J. L. 
White, Bartlesville, Forrest Hand, 
Beggs, and C. G. Gardner, Sentinel. 






Most of the subjects to be presented 
by speakers and scheduled for discus- 
sion deal with problems arising from 
the war. These subjects include: “Pres- 
ent Responsibility of the Telephone In- 
dustry,” “Protection of Telephone Prop- 
erty against Sabotage,” “Priorities and 
Other Federal Regulations,” “Manu- 
facturers and Suppliers Problems,” and 
“Post-War Problems.” 

“State Commission Regulations” and 
“A General Review of the National As- 
sociation Activities,” also are subjects 
scheduled for presentation. 


Vv 


New Telephone Company 
Organized in N. D. 

Farmers of Walsh (N. D.) township, 
at a meeting held August 27, voted to 
organize the West Rugby Farmers 
Telephone Co. to serve the rural area 
west of Rugby and vicinity. 

An immediate appeal was made to 
the War Production Board for the nec- 
essary materials in order to begin 
work on the 15 miles of line. The line 
will serve 19 farm homes. 

Officers elected for the new company 
are Einar J. Westgard, president; 
Lloyd Blessum, secretary-treasurer; 
Nick Brossart and Dominick Tuch- 
scherer were named as directors. 
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Simple, safe, reliable—nitrogen maintains 
telephone service and provides low-cost 
insurance against expensive cable repairs. 


PLEASE ORDER ONLY AS NEEDED— 
RETURN EMPTY CYLINDERS PROMPTLY 


* BUY UNITED STATES WAR BONDS x 
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view above. Ex. 
tremely simple 
IN Operation, ir 
BIVes Positive 
Protection to 


Pike. 


JOSLYN MFG. & SUPPLY COMPANY 
Executive Offices 
20 North Wacker Drive * Chicago, Illinois 


Branches and Warehouses with Complete Stocks in 
Principal Cities of the United States 
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Continuing 
Property Records 


(Concluded from page 66) 





formation so as to show quantities and 
kinds but would not show the dates of 
installation. It was agreed that wire 
chiefs’ card records or subscribers’ 
contract records would indicate the 
existence and type of units. Accumu- 
lative average cost units would be ap- 
plied for retirement purposes. 

We did not reach a complete agree- 
ment as to the record to be maintained 
for the following accounts: 


241 Pole Line 

242.1 Aerial Cable 

242.2 Underground Cable 
242.3 Buried Cable 

243 Aerial Wire 


To determine the dates of installation 
and to show the detailed location of 
existing plant involving so large a 
number of units, in our opinion, would 
be too burdensome, impractical and of 
no material value. Your committee 
proposes to modify its original plan 
of continuing property records and 
transmit a copy to those companies 
fully subject to the FCC. Those com- 
panies fully subject to the FCC are 
required to file a plan of continuing 
property records before January 1, 
1944. 

Any company required to file a plan 
may file its own plan; or it may file 
the plan suggested by your committee; 
or it may file a plan that has been filed 
by another company. No telephone 
company filing a plan has any assur- 
ance that it may be approved. Your 
committee hopes to have a suggested 
plan in your hands in time for filing 
with the FCC by January 1, 1944. 
Even though your plan may not be 
finally accepted by the commission, you 
at least will have filed a plan in com- 
pliance with the order. 

Your committee does not propose to 
suggest to the commission at this time 
any dollar line of demarcation for a 
reclassification of the companies. It is 
proposed that we wait until we know 
the severity of the final requirements 
of a continuing property record plan 
as finally approved by the commission. 

For your information, there are ap- 
proximately 45 telephone operating 
companies fully subject to the regula- 
tions of the FCC. There are approx- 
imately 107 other companies that are 
affected by the accounting provisions 
because of state commissions having 
adopted the FCC system of accounts. 


So it can be seen that there are a \arge 
number of companies that will be af- 
fected by the final decision of the FCC 
with respect to the plan of continuing 
property records. 

In closing, let us take a look into the 
future as to what will take place if 
those who are sponsoring the present 
theory of original cost and the prin- 
ciples involving a continuing property 
record are successful in their under- 
taking. 

The continuing property record as 
now proposed will form a basis of 
allocating original cost to all the units 
of property now in service. It will 
form a.base from which there will be 
calculations made to age the units of 
property so as to determine the ac- 
crued depreciation in the property. It 
will form a base from which mortality 
rates can be determined. It will form 
a base from which calculated deprecia- 
tion rates can be ordered for the vari- 
ous classes of property. If the original 
cost is less than the stated value of the 
property on the books, the difference 
will be placed in an account known as 
“Telephone Plant Acquisition Adjust- 
ment Account.” This account will then 
be amortized out of income over a pe- 
riod of time or charged to surplus as 
may be approved by the commission. 

This procedure eventually will re- 
duce the total book value of the prop- 
erty to an original cost basis. When 
the amount of the accrued depreciation 
has been calculated, you may be re- 
quired to adjust your depreciation re- 
serve if any deficiency exists. If the 
book depreciation reserve is found by 
this method to be overstated, it will no 
doubt be required that it be left as it 
is. If the calculated accrued deprecia- 
tion is in excess of the book reserve, 
you may well expect proposals that 
such book deficiency be provided by 
appropriations of surplus, capital con- 
tributions or amortization over future 
years. 

For rate purposes, you may well ex- 
pect the depreciation reserve as ad- 
justed to be deducted from the original 
cost in order to find the rate base 
value. One does not need to do much 
crystal-gazing to see the trend of such 
thought in the interest of regulation of 
telephone companies. These theories 
are going to be applied unless we can 
find a way to do something about it. 
Your committee is hoping that the 
rugged individualism so characteristic 
of the Independent telephone industry 
will find a way to assert itself. 
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Okiahoma Company Gets 
Suspended Fine: Poor Service 
R. C. Simpkins, owner of the Na- 


tional Telephone Co., was fined $250 by © 


the Oklahoma Corporation Commission, 
October 13, for not keeping equipment 
at Spavinaw and Salina in good condi- 
tion and then the fine was suspended. 

Reford Bond, chairman, explained 
that a hearing was conducted last year 
and the equipment was found in a poor 
condition, and Mr. Simpkins was asked 
to improve both it and the service. Mr. 
Simpkins was told the fine will be sus- 
pended and he will be given an oppor- 
tunity to get installations and lines in 
order. 


Vv 


Rate Increase Approved 
At Farmersburg, Ind. 

The Indiana Public Service Commis- 
sion has approved a petition by the 
Farmersburg Telephone Co., Farmers- 
burg, Ind., for an increase in rates 
of 15 cents a month after the com- 
pany presented evidence showing that 
present charges are insufficient to meet 
increased labor operating costs and 
maintenance expenses. Nearly 75 per 
cent of the company’s patrons own 
stock in the company. 


Vv 


Erie County (Pa.) Telephone Co. 
Sale Approved by Commission 

Purchase of the Erie County Tele- 
phone Corp. by the Pennsylvania Tele- 
phone Corp. for $20,350 was approved 
by the Pennsylvania Public Utility 
Commission in Harrisburg, September 
25. The Erie County company operates 
in Waterford borough and the town- 
ships of LeBoeuf, Washington, Greene 
and Waterford, all of Erie county. 

It was stated that the Pennsylvania 
corporation, which is a subsidiary of 
the General Telephone Corp., has been 
operating the Erie County Telephone 
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Co. for the last several years and that 
the commission’s action was merely a 
formality. 

The Pennsylvania company, under the 
recent authorization, will pay $20,350, 
representing the par value of the Erie 
County company’s common stock, plus 
a small amount of cash. The cash pay- 
ment will avoid the issuance of a frac- 
tional share of stock and will be deter- 
mined by the net asset value of the pur- 
chased company at the time of the 
transfer, the commission explained. 


Vv 


Blair, Neb., Company 
Requests Rate Increases 
The Blair (Neb.) Telephone Co. has 


applied to the Nebraska State Railway | 


Commission for authority to increase 
rates at its Arnold exchange, as fol- 
lows: business (54 subscribers), from 
$1.85 to $2.10; individual residence 
(81), from $1.30 to $1.55; party resi- 
dence (55), from $1.00 to $1.25; party 
residence (16) where subscriber owns 
the station, from 75 cents to $1.00. No 
increase is asked on rural rates, apply- 
ing to 86 patrons, but an increase from 
35 cents a month to 50 cents is asked 
for 141 switched stations. 


E. C. Hunt, president of the com- 
pany, says that larger revenues are 
necessary in order to retain help, the 
wage scale now being sub-standard. Of 
the 206 exchange subscribers, 175 have 
signed a petition asking that the rates 
be increased, while 120 of the 141 
switched subscribers have joined in the 
request. 

A full disclosure of the financial set- 
up of the exchange has been submitted 
to the Office of Price Administration, 
the company consenting that it may 
enter the picture. This shows an in- 
vestment in plant of $29,491. For the 
last twelve months, operating revenues 
were $7,056 and operating expenses 
$6,473, leaving an operating profit of 
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Commercial 
Departments 


(Covtinued from page 68) 





a little more than $400 in bad debts and 


over $300 of this was made up in three | 


accounts, which, in spite of our dili- 
gence, had managed to run up large toll 
bills within a few days before leaving 
town. 

Now let us think a little bit about 


cooperation between the traffic and 
commercial departments in public re- | 


lations, and our traffic employes and 
their attitude toward the company and 
their work. At the present time, con- 
sidering the volume of business being 
handled, we are having the fewest num- 
ber of complaints in the industry’s his- 
tory, and the public has gone along 
with us in a gratifying way, with an 
understanding of our personnel, equip- 
ment, toll circuit load problems. A large 
part of this is due to the publicity that 
has been given to our troubles and to 
the obstacles with which we are faced. 
Of course, all companies have a few 
chronic complainers, and we know the 
effect that a complaint has on our op- 
erators. 

We have in the past and should con- 
tinue to follow the policy that “the sub- 
scriber is always right,” and every 
complaint, no matter how small, should 
be carried to a satisfactory conclusion. 
We also know that labor in general is 
becoming more independent in thought 
and action each day, and, with this in 
mind, we should revise our traffic prac- 
tices to conform to this universal 


change in the attitude of the average | 


employe. 

Our operators have been doing a 
wonderful job, but in these days of 
busy lines and congested toll circuits, 
they are constantly having to pacify 
disgruntled subscribers, which is a 
rather difficult problem for those of us 
who do not have to watch the signalling 
of subscribers or work on other toll 
calls simultaneously, much less for the 
busy operator. 

We, the management, should give our 


employes every protection from this | 


angle of our business, since experience 
has proved that sometimes the effect 
of one such dispute will not only handi- 
cap an operator in her work for the 
rest ofthe day, but frequently will not 
satisfy the subscriber. 

One solution to this phase of our 
operation would seem to be that we 
should instruct our traffic people to 
shift the burden of adjusting the com- 
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Represented By AUTOMATIC ELECTRIC SALES CORPORATION 


B LeZHOLTZER-CABOT Engineers 


help solve your ringing problems 





4 FREQUENCY 
MOTOR 
GENERATOR 












| This 
Machine 


has no moving conductors. Requires 
neither brushes or collector rings. Low 
cost maintenance. Low current consumption. 
Output 25 watts. Can be furnished with A.C. 
or D.C. motor drive. Can be equipped with tone and 
machine ringing interrupters. 


For complete information, Write 
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125 Amory St., Boston, Massachusetts 6161 So. State St., Chicago, Ill. 











¥s= ELECTROX 


RECTIFIERS 
to REPLACE YOUR BATTERIES 


© Supplies DC power for all 
. 

types of telephone equipment. 

BATTERY ELIMINATORS — with or without 
power-off relays for magneto operators’ sets. 

BATTERY ELIMINATORS—with constant volt- 
age output for PAX and PBX, with or with- 
out sub-cycle ringer. 

BATTERY CHARGERS — for trickle charging 
telephone batteries. 


AUTOMATIC BATTERY CHARGERS — for ex- 
change batteries. 









—— | ARMY-NAVY “E” FLAG 
NN | | Awarded Oct. 24, 1942 
a " 





-. Write for 
BALE. Additional Information 


SCHAUER MACHINE CO. 


2062 Reading Rd. Cincinnati, Ohio 





























| CHANCE 
| STEEL ANCHORS 
expand deep 
into sclid earth 


The blades of Chance 
Steel Expanding Anchors 
cut deep and = straight 
into solid earth with a 
minimum of soil disturb 
ance On the average, 
these anchors expand to 
2% times their original 
size and the pull in solid 
earth is well balanced be 
cause there is no side 





twisting during e\pan 
sion. The nut retainer aids 
expansion and permits 
salvaging the rod or driv 
ing it down. Get the details. 


A:B-CHANCE CO- fy 


CENTRALIA, MISSOURI. @e= 
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plaints to the commercial department 
more quickly than is now being done. 
This would not only speed up our 
traffic, but would also enable the com- 
plaining subscriber to get a better an- 
swer to his trouble, and at the same 


| time, a little salesmanship on the part 
| of the commercial people will pay 


dividends in the future. This practice 
will also serve a dual role in enabling 
us to learn, in this day of rapid per- 
sonnel turnover, whether or not we are 
strict enough in our selection of new 
employes. 

Now let’s talk about the new Bell 
contract, which has been presented, or 
shortly will be presented, to the In- 
dependent operators. I do think we 
should be very thankful to the A.T.&T. 
for its recognition of the increased cost 
to us in the handling of toll service, 
and being willing to pass on to us a 
considerable portion of the reduction in 
toll rates which they negotiated at a 
lower figure than requested, by their 
agreeing to let a portion of this differ- 
ence be allocated to the Independent 
companies. 

This increase will be and has been 
of great advantage to the hard-pressed 
companies, the stockholders of some of 
the companies having been without 
dividends for a long period of time. To 
others a large portion of it has to be 
paid to the government in taxes, but 
what a wonderful back-log or cushion 
this is going to be to all of us if our 
revenue should decrease or expenses go 
up. 

Careful consideration of the effects 
of this new contract should be given in 
its application to our particular case. 
We should understand it thoroughly, 
and I believe you will find the com- 
panies offering the new contract de- 
sirous of going to any length to ac- 
quaint us with the provisions of it so 
that each Independent company may 
apply it to greatest advantage, as a 
study of it may divulge that some 
change in toll routing or ticketing may 
result in considerable advantage. If 
such changes will not affect the quality 
of the service we can expect sym- 
pathetic attention to our proposals. 

I will quote a statement of policy of 
one telephone company that has come 
to my attention, which I think is ex- 
cellent: 


“We have some definite ideals in this 
business and they are best evidenced by 
our stated policy which is to provide 
to the public the best possible telephone 
service at the lowest cost consistent 
with financial safety. 

“This involves a three-fold obliga- 
tion: 

“Our obligation to the public is to 
provide them with the most service and 
the best service at a reasonable price. 


“Our obligation to our employes is 


to provide them with satisfactory em- 
ployment at reasonable wages. 


“Our obligation to our stockhoiders 
is to provide them, in so far as possible, 
with security and a reasonable return 
upon the money which they invest in 
the business. 


“The interest of no one of these 
groups can be properly served unless 
all are. In other words, we cannot de- 
velop our business and retain the good 
will that is necessary to successfy] 
operation unless we furnish the public 
good telephone service at reasonable 
rates. 


“We cannot obtain and retain the 
services of people of ability and char- 
acter required to successfully operate 
our properties unless we pay them and 
treat them fairly. 

“And finally, we cannot obtain the 
capital that is necessary to finance this 
business in order to provide you with 
good service unless we provide the in- 
vestor with reasonable security and a 
reasonable return on the money which 
he actually invests in our business.” 


Vv 


A. T. & T. Making Inventory 
Of Its Telegraph Plant 

American Telephone & Telegraph Co. 
has under way a complete inventory 
of its telegraph plant, presumably an- 
ticipating the possible sales of its tele- 
typewriter and leased wire services to 
the Western Union Telegraph Co., it 
was reported recently in the Wall 
Street Journal. 

Officials of both companies confirm 
that there have been informal diseus- 
sions of this proposed acquisition, but 
as yet no formal negotiations. 

Western Union executives made it 
clear, at the hearings dealing with the 
company’s proposed absorption of the 
Postal System before the Federal Com- 
munications Commission, that the plan 
to give the nation one telegraph system 
that can operate efficiently and eco- 
nomically would not be complete with- 
out acquisition by Western Union of 
the A.T.&T. telegraph services. 

It is believed that the matter of ac- 
quiring the A.T.&T. telegraph facilities 
will be taken up in concrete form only 
after Western Union has completed the 
final steps in taking over the Postal 
system. 

The teletypewriter business and leased 
telegraph wire services of A.T.&T., it 
has been estimated, have combined 
gross revenues of around 40 million 
dollars, and up to this point in the 
situation no estimates have been avail- 
able as to what Western Union might 
have to pay for this division. 
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J. G. KELLOGG RETURNS AS 
HEAD OF KELLOGG COMPANY 





JAMES G. KELLOGG 


On Tuesday, October 19, the board 
of directors of the Kellogg Switch- 
board & Supply Co. announced, after 
its regular October meeting, that 
James G. Kellogg was elected presi- 
dent of the company to succeed Maj. 
Maurice K. McGrath who had re- 
signed. Major McGrath will continue 
in his capacity as a director. 

After four years of retirement, Mr. 
Kellogg returns as chief executive and 
he comes back at a time when his ex- 
perience in company affairs will be 
most useful. Mr. 
business life has been given to direct- 


Kellogg’s entire 
ing the fortunes of the company. He 
graduated with a mechanical en- 
gineers’ degree from Cornell Univer- 
sity in 1906 and in 1909 he was 


Reports Huge Saving of Tires 
And Gasoline Since Rationing 

The Michigan Bell Telephone Co. re- 
cently reported it will record a saving 
of about 430,000 gallons of gasoline 
for the year on the first anniversary 
of “gas” rationing for American mo- 
torists in November. 

Forrest V. Rhodes, supervisor of 
motor equipment for the Michigan 
company, said the savings will amount 
to more than 160 gallons of gasoline 
per motor vehicle in use during the 
year. He explained that the company 
temporarily had retired from active 
service more than 200 vehicles. 

Mr. Rhodes also estimated the com- 
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JAMES H. KELLOGG 


elected a director of the Kellogg com- 
pany and has served in that capacity 
ever since. 

He has served at various times as 
secretary, vice president and presi- 
dent. Major McGrath succeeded Mr. 
Kellogg as president of the company 
on November 1, 1939, and Mr. Kellogg 
assumed the title of vice president, 
but during that period he remained in 
close touch with the affairs of the 
company. 

At the October 19 meeting of the 
board of directors, James H. Kellogg 
was elected executive vice president of 
the company, succeeding his father, 
who was elected president. James H. 
Kellogg, who has been secretary of 
the company for about five years, will 
continue in that office. 


pany will be able to show a savings of 
about 460 tires for the year, on the 
basis of the pre-war average of 20,000 
miles for the life of a company-oper- 
ated tire. Mileage covered by the 
Michigan Bell fleet will have dropped 
2,300,000 miles, or 9,200,000 tire 
miles, by the end of the first year of 
gasoline rationing. 

The company attributed the big gas- 
oline savings to no single factor. Ra- 
tioning and speed regulations, volun- 
tary conservation measures by the 
company and its personnel, and the 
cooperation of customers all have con- 
tributed to the results, it was stated. 











FOR BETTER SERVICE 
THE IDEAL RINGING 
CONVERTER 


BUILT FOR HEAVY DUTY 





SUB-CYCLE is deliver- 
ing unsurpassed service in 
thousands of installations. 


Features of SUB-CYCLE: 


% No Moving Parts 

% Nothing to Adjust 

% No Routine Maintenance 
% No Radio Interference 
* Field-Tested 


% Economical and Quiet in 
Operation 





SIX MODELS 
For loads from small PBX to 
large central office. Output ca- 
pacity 7'/2 watts to 40/50 watts. 











ALSO PULSATORS 
* 
Distributed By: 


STROMBERG- 
CARLSON 
COMPANY 


Factory and General Offices: 
Rochester 3, N. Y., U.S. A. 


Branch Offices: 
Chicago Kansas City 


San Francisco Toronto 
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Prompt Shipment 


on 
MAINTENANCE 
MATERIALS 


In order to be in a posi- 
tion to supply your needs 
promptly we have stocked 
standard construction ma- 
terials recognized through- 
out the field as of highest 


quality. 


We have concentrated 
on those items which you 
will need most for replace- 
ment and maintenance pur- 
poses. 


We have the items listed 
below as well as many others 
on hand for immediate 
shipment. 


Galvanized Hardware 
Glass Insulators 
Wood Pins and Brackets 
Iron Wire and Strand 


Nicopress Sleeves & 
Tools 


Construction Tools 


Cable Terminals 


Protectors and 
Arresters 





ex 
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TELEPHONE & SUPPLY CO. 


COLUMBUS, OHIO 





92 





Telephone Swearing 
Costs $5 

“In what was perhaps one of 
the most unusual trials ever held 
in the Galveston (Tex.) corpora- 
tion court, a six man jury re- 
cently found a local man guilty 
of swearing over the telephone. 
He was fined $5 and costs.” 
(News item from TELEPHONY 
magazine September 25.) 


TEXAS 
What has come over Texas— 
That romantical he-man state 
Where their cowboys’ spurs rode 
jingling 
From Lillie Bell to—Kate? 


Where pistol-packing mamas 
Shot revenuers dead, 

And villians foreclosed mortgages 
Unless—the daughter wed? 


Where homes on the range and 
last round-ups 

Had hard ridin’ and ropin’ for 
play 

Deep in the heart of Texas— 

Young America’s wild-west way? 


Alas! Sad heart, it’s all ended. 
Romantic Texas is dead. 
Pshaw, they’ve just fined a native 
five dollars 
For some telephoned cuss-words 
he said. 
—J. E. BYRNE, 


Secretary, Wisconsin State 
Telephone Association 











Manning (S. C.) Manager Quits 

Mrs. EDNA BRADHAM, who has been 
manager of the Manning exchange of 
the South Carolina Continental Tele- 
phone Co. for the last 17 years, has 
resigned and will return to her native 
state, Texas, to make her home. EMILY 
TEMPLETON has accepted the position 
made vacant by the resignation of Mrs. 
Bradham. Miss Templeton is a native 
of Blackville, but has resided in Man- 
ning for several years, holding a posi- 
tion with the telephone company. 


VV 


Joins Navy Seebees 


Otto EAcHus, Sarcoxie, Mo., ex- 


| change manager of the United Tele- 


phone Co., joined the Navy construction 


| battalion recently and left for Joplin, 
| going from there to Kansas City, thence 
| to Virginia for assignment to duty as 

an engineer’s first mate, second class. 


Mr. Eachus, 43 years old, is a veteran 
of the first World War. He moved to 
Sarcoxie a year ago with his family, 
succeeding Cornell King as manager. 
Mrs. Eachus will take over his duties. 
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The proved and standard 
Protection for Underground 
Telephone Cables. 


Cheapest in the long run. 
Highest quality and a full 
line of shapes. 











National Fireproofing Corp. 


202 E. Ohio Street, N. S 
PITTSBURGH, PA. 








TWINE 


Made to Meet 
Government 
Specifications 


EDERER, Inc. 


Unity and Elizabeth Sts. 
PHILADELPHIA, PA. 
Telephone: Jefferson 1000 
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Helping Ourselves 
By Advertising 


(Covcluded from page 46) 





$12,000,000, is spent for advertising 
through newspapers, magazines, radio 
stations, posters, bill inserts, etc., to 
curtail unnecessary calls to war-busy 
centers; to: limit calls to five minutes 
over congested routes, to keep the wires 
clear at night for the use of the men 
in the armed forces, to reduce informa- 
tion calls, to reduce casual exchange 
calling where local conditions make this 
desirable, to encourage the proper use 
of party lines, ete. 

If the Bell System spends $12,000,000 
a year in advertising, how much should 
the Independents spend? I do not know 
and I leave it for wiser heads to deter- 
mine. It is apparent, however, that the 
Independent companies and the indus- 
try, as such, should and could profitably 





dependable 


Cedar Poles 
MICHIGAN POLE & TIE CO. 








NEWBERRY—GRAND RAPIDS 
MICHIGAN 








POLES 





B. J. Carney & Co., 100 N. 7th St., 
Minneapolis, Minn.—Western red cedar 
poles. entrex Butt Treated or Plain. 








Cc. M. Christiansen Co., Pheips, Wis.— 
Northern White Cedar Poles, plain or 
butt treated. Quotations on request. 








international Creosoting and Construc- 
tlon Co., Galveston, Texas.—Creosoted 
Southern Yellow Pine Poles. Plants: 
Beaumont and Texarkana, Texas. 








MacGlillis & Gibbs Company, Milwau- 
ee, Wis.—Northern White and Western 
Red Cedar Poles. Plain or butt-treated. 
Immediate quotations on request. 








T. M. Partridge Lumber Co., Minne- 
apolis, Minn.—Northern White— Western 
Red Cedar Poles. Plain or butt-treated. 








Pensacola Creosoting Company, Pen- 
sacola, Fla. — Creosoted Southern Pine 
Poles of Superior Long Leaf Quality. 








Valentine Clark Corporation, 2516 Dos- 
well Ave., St. Paul, Minn.—Finished 








Cedar Poles. Plain or butt-treated. 
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spend a lot more than they do for this 
imponderable substance, this sometimes 
intangible, often indefinable but always 
productive thing called advertising. 


Vv 


Manson Succeeds Watson as 
A. T. & T. Medical Director 


Dr. Melville H. Manson has been ap- 
pointed medical director of the Ameri- 
can Telephone & Telegraph Company, 
effective November 1, succeeding Dr. 
Cassius H. Watson, who retired Octo- 
ber 1 under the Bell System plan of 
retirement at age 65. Dr. Watson had 
been with the company 28 years. 

Dr. Manson entered the Bell System 
in 1940 as medical director of Bell 
Telephone Laboratories, and since July, 
1942 has been medical director of the 
New York Telephone Co. He is a grad- 
uate of the University of Minnesota 
Medical Schools and has served as 
teaching fellow and instructor in sur- 
gery at the University of Minnesota 
hospitals. 

He is a fellow of the American Col- 
lege of Surgeons and in 1937, as spe- 
cial representative of that organiza- 
tion, made a survey of surgical train- 
ing facilities in the United States. 

Dr. Watson was the first and 
only man to serve the A. T. & T. 
Co. as medical director. Although he is 
retiring from Bell service, he looks for- 
ward to many more years in medical 
activities. He has plans to do some 





Are MANPOWER 
Troubles Cutting Your 
Directory Adv. Sales? 


* We have the MANPOWER, the EX- 
PERIENCED ORGANIZATION to take 
over your Telephone Directory Adver- 
tising, handle all details and produce 
MORE NET revenue (all costs con- 
sidered). 


Write or call 
at our expense. 


LOOMIS ADVERTISING CO. 

408 OLIVE STREET, ST. LOUIS, MO. 

New York Life Building, 20 W. Ninth St., 
Kansas City, Missouri 

Citizens Trust Bidg., Fort Wayne, Ind. 

135 So. Second Street, Philadelphia, Pa. 


graduate work in chemistry at Yale 
later. 

Before joining the company in 
1915, he practiced medicine and served 
the Long Island College Hospital as at- 
tending physician, clinical professor of 
medicine, and lecturer in anatomy. 
Earlier, he was surgeon to the Eastern 
District Hospital and Bushwick Hos- 
pital, a member of many scientific so- 
cieties and is a past president of the 
National Safety Council. 
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Post-War Planning by 
Illinois Bell 

Extensive post-war expansion and re- 
placement of worn-out telephone facili- 
ties will require expenditures of almost 
$20,000,000 in each of the first few 
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Frank F. Fowle & Co. 


Electrical and Mechanical 
ENGINEERS 


35 East Wacker Drive CHICAGO 








ACCOUNTING 


HERDRICH and BOGGS 
Certified Public Accountants 
803 Electric Buliding 
INDIANAPOLIS, IND. 











J. W. WOPAT 


Consulting Engineer 
Telephone Engineering 
Construction Supervision 
Appraisals— Financial 
Rate Investigations 
1510 Lincotn Bank Tower Fort Wayne, Ind. 








J. G. WRAY & CO. 


TELEPHONE ENGINEERS 
Specialists in Appraisals, Rate Surveys, 
Financial Investigations, Organization, 
and Operation of Telephone Companies 

$324 Bankers Bidg., Chicago 
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Classified Section 


Rates 10 cents per word payable in advance. 
Minimum charge $2.00 for 20 words or less. 








HELP WANTED 





HELP WANTED: Telephone com- 
pany with multi-exchange and toll sys- 
tem operation serving 10,000 stations in 
Kentucky needs a District Plant Super- 


intendent. State salary expected, quali- | 
fications and draft status first writing. | 


Write Box No. 2011, c/o TELEPHONY. 


WANTED NOW: Cable Splicer and | 


Maintenance Man. Permanent. 
pay. Availability certificate necessary. 
Write Manager, Telephone Dept., 
Kansas City Terminal Railway Co., 
Kansas City, Missouri. 

HELP WANTED: Switchman for 
Automatic and Automanual Switch- 
boards. Good wages and probably per- 
manent. Write Intra State Telephone 
Co., Galesburg, III. 





WANTED 


WANTED TO BUY: Exchange, 300- 
400 stations. Any condition. Any state, 
but prefer South and Southwest. Write 
Box No. 2014, c/o TELEPHONY. 





© DIRECTORY PRINTING 
With specialized attention to Direc- 


10 States — 
Please write 


E. W. STEPHENS CO., Columbia, Mo. 


tories for Companies in 
with room for more. 





Good | 


BARTLETT No. 1-WE 


Combination Pruner & Saw | 


AVAILABLE 

ON PRIORITIES. 
Two complete tools 
. longest section 
48 in. . . . EASILY 
CARRIED IN SMALL 
CAR OR MOTOR- 

Length Weight 
30in. Pruner 234 Ibs. 
30 in. Saw 1 tbs. 
48 in. Section 1' Ibs. 
48 in. Section 1% tbs. 

Total Weight 7 Ibs. 
This combination can 






to make 
either of these two tools: 
i Heavy Duty 
Tree Trim- 
mer (1'%4” engestty) 
10%, ft. 





1 Fast-cutting 

Pole Saw 104 ft. 
If longer lengths are 
required, specify extra 
sections 6 or 8 ft. long, 
or additional 4 ft. sec- 
tions to make the nec- 
essary length. 


Write for free catalog today. 


BARTLETT MFG. CO., 3051 E. Grand Bivd. 
DETROIT, MICH. 


intermediate Extra Section 


No. |-WE Pruner Head Section 
Bottom Extra Section 


No. 44-WE Saw Head Section 


























US A LINE. 





WE CAN REWIND YOUR “BURNED OUT" DROP, RELAY 
RINGER, AND INDUCTION COILS, GENERATOR ARMA- 
TURES, ETC. IF YOU HAVE REPLACEMENT WORRIES DROP 


BUCKEYE TELEPHONE and SUPPLY COMPANY 


COLUMBUS, 


OUR ALLEY 


WITH NEW PARTS BECOM- 
ING INCREASINGLY DIFFI- 
CULT IF NOT IMPOSSIBLE TO 
GET, BUCKEYE SERVICE BE- 
COMES INCREASINGLY VAL- 
UABLE TO YOU. 


WE ARE STILL ABLE TO 
REPAIR OR REPLACE MANY 
VITAL PARTS OF YOUR 
EQUIPMENT. 


RIGHT DOWN 


OHIO 



























years after the war, officials of the 
Illinois Bell Telephone Co. announced 
recently. Total post-war financing op- 
| erations, to pay for equipment, 
| and other expenses, will probably in- 


abor 


crease the capitalization of the com- 
pany by almost one-half, or a sum of 
perhaps $90,000,000 over a 10-year 
period starting when new equipment 
becomes available. The tremendous ex- 
pansion, already scheduled in broad 


| perspective, does not cover speculative 


developments which may greatly in- 
crease the amount of the financing. 


| The financing plans will be synchron- 


ized closely with those of the parent 
company, American Telephone & Tele- 
graph Co. 


The exact division of the new securi- 


| ties to be issued is not yet planned. 


Interest rates and many other post-war 


| factors will influence the proportions 


of common stocks and bonds to be of- 
fered. One of the projects that will 
require a large sum will be the conver- 
sion to dial telephones in the Chicago 
area. At present, about 51 per cent of 
the area is handled by dial methods. 
It is planned to convert the balance 
gradually over a several-year period. 
Replacement of central office equipment, 
including equipment that has depre- 
ciated or had inadequate maintenance 
during the war period, will require 
large sums. 


Telephone instruments will be un- 
available after January 1, and many 
new ones will be needed after the war 
—both for unfilled orders and to re- 
place old instruments now in service. 
More speculative developments may 
also require additional capital. Coaxial 
cables for television and international 
service by means of under-sea cables 
are problems mainly of the parent com- 
pany, but some local developments are 
expected. One development that is not 
so remote, however, is the possibility of 
telephonic communications between 
moving vehicles and between the ve- 
hicles and a central point, similar to 
the present police system. 


ie 


Changes Telephone Number 
Due to World Series 


To avoid confusion in telephone calls 
during the world series, October 9 to 
14, the St. Louis (Mo.) Ordnance Dis- 
trict arranged to have its telephone 
number, JEfferson 7380, which is simi- 
lar to the number of the Cardinal base- 
ball club’s office, JEfferson 7280, changed 
to NEwstead 7500 during the series. 


Ordnance officials stated baseball 


fans might make numerous dialing mis- 
takes which would interfere with tele- 
phone service at the district. 
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